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Rapid demographic changes in u _ban areas and re ated geographic changes

in racial and income distribution are a-_ong the most significant socio-

economic phenomena of the 1960's. The relationships among these new

features of urbanizatiOn and the high rate _f unemployment poverty,

deteriorated housing, and inadequate education are today only dimly

understood.

Statistics which present only urban and nonurban comparisons in

unemployMent, growth of new job opportunities, drime, et . are extre-_ely

misleading. The magnitude and relative importance of each major socio-

economic problem appears to vary with the size of the city or community

within the city. In segments of every major urbafl area thousands of people

are cro ded together in slums where the severity of socio-economic problems

is many times greater than the more affluent parts of the urban area. The

differential In the socio-economic conditions within urban areas is cert inly

a major cont ibutor to the changing de ography. It is less clear whether

the slow growth of job opportunities within some sections of the urban area

increase the severity of many of the serious socio economic problems which

plague many parts of our inner cities.

During the latter part of the past decade policy-makers have recognized

the need for massive financial aid to our cities. This has led to heavy

investments to rehabilitate the city. Investment has taken many forms.

Renewal of dilapidated housing and t some extent commercial property, aid

to educationally disadvantaged children, aid to ghetto businesses and

manpower retraining efforts have concentrated on the residents living in

the most blighted sectors of the central cities. Despite the massive

financial efforts the social indicators of human and physical well-being

in the city have not improved. Crime rates have risen, the stock of



deteriorating housing does not seem to be shrinkin- and the educational

income and employment opportunity differen '-ls among residents of

different geographic sectors within the urban areas do not seem to be

narrowing. In fac_ there is a widespread feeling of pessimism about the

future role of the city in the nation's social and econo ic systems. Some

have questioned whether the large city Is a viable unit for provid ng the

services and economic opportunities demanded by the population and have

suggested that public policy should attempt to accelerate the current

decentralization trends. In contrast, it is frequently pointed out that

there are serious institutional and economic ba- iers (such as discr _a- on_

which, given further decentralization, 11 simply worsen the plight of

millions of slum residents. For the latter,rehabilitation of the inner

city may be their only chance of economic tmprovement.

The choice of an effective urban policy requires a mdre complete

understanding of the economic structure of the various segments which make

up the metropol tan area. If it is assumed that economic oppOrtunity is the

appropriate linkage between the social decay of the poverty areas and the

more affluent sections of the city and its suburban ring it seems appropriate

to make a comparative analysis of selected ge_graphic parts of the metropolitan

area. The emphasis should be on the potential economic solution to the

problcm rather than the cri e r te, the level of poverty, inadequate housing,

education and lack of sk'lls among the residents, etc., since these are to

a large extent sympto s of the basic problem of lack of access to employment

opportunities. Some aspects of the symptoms d , of course, have to be

considered but only insofar as they restrict access to available jobs.

Given ihisbasic premise the microeconomic study of metropolitan areas

should compare land use patterns in the suburban ring and the city. Specific

attention should be given to land values so that the cost of redev lopment

may be assess d. The relationship between industrial land use and



residential patterns must also be studied. It is important t- know

whether the economic forces shaping the location of industry and the

movement -f the population are l_creasing the isolation of segments of

the population from the growing job centers. In this respect the public

and private transit fac lities linking residential and business locations

is a relevant feature of the 3 b opportunity system.

The development of a new urban policy should take account of which

industries are likely to provide the great_st job opportunities for

unemployed ghetto residents and whether it is feasible to make these

industries part of an inner city renewal plan. The alternative policy

of encouraging decentralization and providing programs to ensure that

inner city residents are able to parti ipate in the growing number of jobs

outside the inner oore must also be examined.

The p-esent study does not provide all of ehis informatIon which is

a prerequisite for a new urban policy. It is however- a preliminary

examdnation of the employment structure of a city which s unfortunate

enough:t- have many of the sOcio-econimic problems found La ost urban areas.

It is significant in that it is one of the few studies which has examined

the geographic distribution of employment within the central city. It is

unique in that it indicates some of the dynamic changes in demand caused

a

by _he entry and exit of firms among labor market segments of a large

itrop litan area. It is in essence a detailed analysis of the industrial

and g_ g_aphic distribution of employment opportunities by socio-economic .a-eas

of the city. In ehis sense it is an important contribution to the develop-

ment of solutions to the problems associated with high unemployment -ithin the

inner city. As outlined in the Latroduction to the manusc_ipt some of the

current public policy is supported by the results of the study while other

policies are considered relatively ineffective. Some readers may find the



conclusions drawn from analysis difficult to accept since they challenge

certain aspects of cOnventional wIsdom in the field of urban labor -arkets.

The study was conducted, however, with the intention of providing an_ approach

which would assist policy-makers in reducing unemployment in the n tion's

ghettoes to the lowest possible levels. The nation currently has no higher

obligation than to achieve, this goal.

*41'W
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INTRODUCTION

Urban Unemployment: Review of its Nature
and Some Recommended Policy Responses.

Persistently high urban unemployment has been one of the most diffi-

cult unsolved socio-economic problems of the 1960's and it is one which

is likely to be _f urgent Concern again in the 1970's. 'The problem is

especially serious because it is geographically concentrated in a few

subsections of the labor market. The sector where most of this unem-

ployment is concentrated is in the nonwhite ghett-es where the reinforc-

ing links between joblessness and poverty, crime and social decay are

nfully evident. The civil disturbances of the late 1960's are the

most striking manifests ions of these conditions.

The fact that the urban unemployment problem has sectoral charac-

teristics is plainly seen by cbmparing the unemployment rates for the

Ph ladelphia Standard Metropolitan Statistical Area (SMSA) in 1969 with

that of the central city. The SMSA -s a whole,yhich is usually con-

sidered to be the labor market for job information proposes had an

dnemployment rate of 4.3 percent. The unemployment rate'for the central

ci_y ,alone, however, was 5.3 percent. Surveys of other cities have

sho_n that the.unemployment rates in the racial ghettoes are significantly

highe- than those in the central city. Table 4 In Chapter 1 of this

study shows this clearly. In Detroit during 1968-69; the unemployment

rate for whites In the entire SMSA was 3 percent) while the rate for

nonwhites in the predominantly.nonwhite ghetto areas was 13.5 percent.



2

The goal of low unemployment throughout a 1 sectors of the urban

labor market can be achieved by adjusting the supply and demand for labor

in each of the sectors. Manpower legislation and progra-s which com-

'prise the Manpower Revolution" of the 1960's are designed to deal with

unemployment problems pri arily.:by changing the supply :f labor skills

in local areas. Consequently, in dealing with high une_ployment in

certain sectors within the nation's cities programs have provided basic

education, work experience and some specific skill training. This approach

assumes that if the unemployed,can develop job skills and get some work

experience, the private sector of the economy.will be capable _f supplying .

jobs for them.
1

Experience has shown, however, that the private sector,

though actively seeking to assist hard core unemployed from ghettoes,

has had only a modest'impact on the inner city unemployment rate. The

success of the private sector in absorbing graduates of manpower programs

is, of course, likely to vary with the business cycle. Even in periods

f strong aggregate de and, however, the inner city unemployment rate

has remained substantially higher than the rate,for the entire urban

labor market area

Rapid changes in both the demographic distribution of the population

and the industrial structure of metropolitan areas offset the impact of

changes in labor supplY. The migration of unskilled Blacks from depressed

rural areas to the urban slums appears to be one factor which has negated

any reduction that manpower programs mighthave made in the unemployment

1_
For a similar argument see James L. Sundquist, "Jobs, Training and

Welfare for ihe Underclass," 1<rmit Gordon, ed., Agenda for the Nation.
(Washington: The Brookings Institution, 1969)- p. 55.

is



rates for these areas. Segrega ed hoUsing patterns usually dictate

that these migrants, because of their poverty and their race, must re-

side in the dilapidated housing stock of the central city ghettoes. The

geographic segmentation of the labor supply is frequently strengthened

by zoning laws and regulations which resrict all but middle to upper

income residents from the suburban ring. Con Auently, workers with

the skills necessary for many professional an& highly skilled white

collar jobs most frequently reside in the suburbs. -Segregation and

come further segment the dist ibution o__ labor supply within the city

with employees having ability to perform the lowest skilled jobs,

living in ghetto areas, and the more skilled groups in the labor force

re iding. in the nonghetto areas of the city.

Changes in the spacial arrangement -f labor demand throughout the

me_ opolitan area have not coincided with the geographic trend in the

distribution of labor supply. The highly paid white col ar and professional

jobs have gro n fastest in the cen_:al business district at the hea-

the central city, often quite near ghetto areas. In addition, most

other types of jobs have grown fastest in the suburban ring out of

reach of the ghetto resident becduse of .inadequate public transportati-n

networks and/or the tost of commuting from the inner city to the subur-

ban ring. The result is a shortage of service and blue collar workers

in suburban areas where unemplOyment is relatively low for all types of

labor. This contrasts with the central city and ghetto where there is a

surplus of low skilled worke s and, consequently, high unemployment rates.



f there are few job opportunities within the reach and capabilities

f inner city residents it is difficult to place even those trained under

.government programs. Consequently, a manpower policy which concentrates

soley on changing the nature of labor supply within the inner city is

likely to result in only pa- ial success. When faced with the lack of

any prospect of finding desirable employment opportunities, one would

expect an individual to adapt a "short time horizon" in the sense that

the individual's investment in himself as a potential wage earner would

pot be high.

Available evidence suggests that although there are economic bene-

its to the worker who does incur the Costs necessary _to acquire training

and experience, the benefit to the ghetto resident may be substantially

less than it is for other groups of workers. For example, the Man °ter_

Revrt of the President, 1971, noted the smaller rewards from education

for the central city nonwhite. According to 1965-66 data, the weekly

wage of white high school graduates was nearly $25 higher than that of

whites who had not attended hi h school; for nonwhites the difference

A-was only O.
2

Another study found that within 16 slum areas the rate of

unemployment d d not have a significant relation wjth the level Of educa-

tion attainment.
3

Thus there is a weaker economic incentive for the

ghetto youth to stay in school. Si ilarly, the prospect of a lifetime

Bennet Harrison, "Education, Training and the Urban Ghetto."
(Philadelphia: 'University of Pennsylvania, under grant from the Dept. of
Labor, Manpower Administration, 1971. unpublished Ph.D. dissertation) p. 103

Manpoier Report of the Presiden 1971, p. 93



"dead end" *obs would not encourage the individual to establish a

stable -:ork record, b t rather to move from job to at his convenience.
4

Such limited emplo) ent opportunities also reduce the opportunity cost

a police record. Indeed, criminal, activities may compete favorably

h "straight" society for youpg ghetto residents. As a way of earning

a living illegal income in the ghetto is not uncommon, nor is it grounds

for social ostracism.

Ghetto residents face several socio-economic disincentives when

considering whether or not to continue their education or training and

these can result in such retraining and emPloyment barriers as lack of

education, motivation and regular work habits and, in many instances,

the handicap of cri inal record. These barriers ihc ease the difficulty

and the cost of rehabilitating the worker in one of the nation's manpower

progra s. If future job opportunities were a more certain prospect

for ghetto residents, some of these costs might be borne by the individual

and therefore reduce some of the difficulties in changing the nature of

labor supply in the central city.

A solution to the chronic nature of high sect:_al unemployment ith-

in segments of ..etropolitanlabor markets may therefore require changes

in the demand for labor within the central city in addition to the el__

phasis of federal manpower policy which has almost exclusively concen-

trated on the suprily of labor. The government's traditional role in

stimulating labor demand has been through it's macroeconomic policy,

Manpower Report of the President, 1971,



with only a few very modest programs focused explicitly on creating
1

jobs in specific localities. Examples of such programs are the Appala-

chian Regional Development Act and the Public Works and Economic Develop-

ment Act
5

, both of 1965, which embody the concept of injecting public

capital to stimulate economic development and c eate jobs in depressed

areas. 'None of these programs, however, deal specifically with the

sectoral unemployment of the urban area. The'most prominent new approach

is the one supported by the Nixon Administration in which the ghetto

businesses are given financial and training assistance. Einority business-

men are encouraged to start their own small businesses by receiving

loans and counseling from the Small Business Administration. Another

approach sometimes followed by state and local govern ents has been to

offer locational subsidies to large, established corporations to induce

them to establish plants within easy access of the ghetto worker. Still

other proposals suggest community control of the ghetto's resources

through cooperatives and community development corporations.

If an effective campaign of "job development is to be mounted it

is necessary to have some idea of the potential effectiven ss of each of

these proposals. In addition, an overall st ategy must'be developed.

Should the ghetto areas be treated as underdeveloped nations which need

to develop their own economies? A program with its major emphasis on

starting new businesses, cooperatives and community development corporations

would constitute such an approach. The ghetto would strengthen its

community identity, develop a stronger political organiza *on and pool

5
Replaces Area Redevelopment Act of 1961 and Public Works Acceleration

Act of 1962.
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s resources for investment and self help. It is often contended that

.such a course of action, while it may improve the quality of life in the

ghetto in many ways- may not be able to create sufficient numbers of

jobs to solve unemployment problems. On the other hand, if there is a

strong secular decline in the econo ic viability of urban ghettoes,

perhaps public policy should atte p: to assist ghetto residents in mov-
.

ing out of the inner city and relocating in the sections of the metro-

politan area where job opportunities are expanding most rapidly.

Bearing the above questions in mind, this project is designed to

examine the geographic distribution of the urban demand for labor and

its relationship with.unemployrnent in the city.

Ob'ectives o_ the Study_

The fi st major obje -ive of this study Is to evaluate the feasi-

bility of the approach to urban unemployment problems'which would re-

habilitate the ghetto areas of major cities through the development of

new enterpr-ses in the ghettoes. Many believe that "such businesses

will provide for many individuals another way out of the ghetto. They

wi11 create jobs (and) ... in time, this process will replace the ghetto

as an entity with flourishing inner cities."6 The direct employment

impact of all firms entering, exiting o_ relocating within the city of

Philadelphia during a.one yea= period'is assessed. Additional informa-

ion is provided by a survey of the occupational structure of a sample

f 200 new businesses. A large pa_t of the analysis is performed by .com-

.Howard J. Samuel
And G. Douglasjugh, d Black EconomicDevelo n (Prentice-Hall 1969)
p. 62.

Compensatory Capitalise in William F. Haddad



paring the share of 'the dynamic change occu_ ing in the ghetto and non-

ghetto areas of the city and xithin the Central Business Dist-ict.

The jus ification for the geographic subdivision of the city is

based on the existence of significant occupational and industrial

_mobilities which segment the urban labor market into "noncompeting

groups of workers. In a large city "the internal geographic arrange-

ments of the labor market compliment and reinforce the occupational 'and

industrial boundaries that have been found to exist i- local labor

ma kets."-
7

The solution to high unemployment within some sections

of cities there_ore requires a micro approach which treats the u ban

labor market as a system of geographic sublaborl iarkets.

The study also attempts to examine the relative attractiveness to

industry o_ several geographic sections of the city. To _acilitate

this submetropol tan analysis, the city of Philadelphia was broken

into eight geographic subdivisions which were grouped into three sect ons

f analytic importance: the Central Business Distric "Ghetto" or low

income residential areas and "Nonghetti" or high income residential

areas. This method enabled the study to accomplish other objectives such

as examination of the relative attractiveness of these geographic sub-

labor markets to different types of industry. In this manner it is possible

to determine if the ghetto is an attractive site for new firms while

questions on the survey instruments were designed to reveal whether these

William Goldner, "Spatial and Locational Aspects of Metropolitan
Labor Markets," The Ate -can Economic Review Vol. 45, March 1955, p. 113



locational decisions necessarily mean employment opportunities to the

potential labor supply residing near the new businesses' location.

A final purpose of the study is to present a cross-sectional analysis

he industrial employment structure by geographic subdivision of

the city. The data for this analysis include the employment for all

firms in 'Philadelphia i- 1968 By providing this information on the

geographic location of labor demand in relation to the potential supply

the study attempts to explain some of the reason_ for the high sectoral

unemployment found in Philadelphia and other cities.

Data Sources and Method Analysis._ _

The basic data for the study were derived fro_ the mercantile
a

license file and the wage tax .-ecords of the City of Philadelphia. Each

new firm is required by law to obtain a license to operate within the

city and changes of address and exits from business must be reported.

n this way the location of the firm .by zip code) its Standard Indus-

t ial Classification and its number -f employees (from wage tax data)

were obtained. Each firm was assigned to one ofthe eight,geographic

areas of the city a d since these areas were classified' as ghetto, non-

ghetto or Central Business District it was possible to compare the e

ployment, industrial characteristics of fjrms, etc. by type of geographic

locatien.

Information -as collected on the total population of fi s in the

city in 1968. In addition, the population of entrant, exit and firms

which moved within the city was studied for'1967. Although these were

a
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cross sectional data it did provide some indication of the dynamic changes

which aff ct the demand fo_ labor in the city.

To supplement these data a mail survey and intervie-s were con-

ducted on samples of firms entering the city and a suburban county. These

instru ents provided additional info- a ion on the characteristics

of entrepreneurs, their locational decisions and the race and residence

of their employees. It also provided informatIon on the occupational

structure of new businesses.

_

The analysis of data is presented in three major sectio-s. The

discussion of some of the dyna *c influences in the urban labor market

includes Chapter I which gives an overview -f'the employment situation

in today's large metropolitan areas and -f Philadelphia's in particular.

The socio-eccnomic characteristics -f the eight geographic sectors

Philadelphia to be used in subsequent chapters are discussed, as are

the city's changing structure of the industry and labor force. This

information shows that the urban areas selected for the study i fairly

diverse in its structure and not atypical of many of the nation's urban

areas. Chapter II contains the data on the net effect on employment of

firms entering, exiting and changing location within the city. The

'relative importance of the net employment'changes is assessed by geo-

graphic sector of the city. The occupational iMplictions of the net
a

employment Changes are discussed in Chapter III.

The geographic distribution of employment in relation to the rest-.

dential location of the potential: labor supply is contained in the second

major section of the report. Chapter IV:presents an industrial breakdown
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of the dispersion of employment within the city. It also relates these

dispersion patterns to the commuting time to the center of the city.

Chapter V compares the industrial structure of each of eight sections :f

e city designated as the system of sublabor markets.

The reasons and implications of iocational choices are discussed in

the third section. The relationship between size of finn and commuting

me to center city is discussed in Chapter VI. The important _actors

.in plant location decisions and the implications for the employment

local residents are presented in Chapters VII and VIII. The.personal

characteristics of in- -11 entrepreneurs and the variation among industries

a-d geographic locations are analyzed in Chapter LK. The final chapter

integrates the findings and points out some of the public policy impli-

cations.

Summary. of Findings_and Recommenda ions

The industrial and employment trends in the Philadelphia -etropoli-

tan area are quite typical Of many of the nation's large urban areas.

1During the past t o decades employment in the city expanded-but its rate

of growth 'was about half as rapid as the rate or the entire SMSA. In

'addition, s MR industries located in the city have actually sho n an

absolute decline in employment. This has occu .-ed for some manufactu ing

industries,transportation and public utilities.

the study sho-s that at least for Philadelphia, Ale relatively slow

employment growth in the city is not satributable to a large propo -ion

f slow gro ing or declining industrxes beimg located in the city. In
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fact the highly diversified siructure of the industry _ix in the city

lias strengthened its economic base. The major reason for the city

sluggish growth in employment has been that in.the recent past it has been

unable to compete with the suburban counti-s in the metropolitan area

for the location of new industry. This is probably a weakness common

to manY central cities. The employment trend would, of couse, have

been even more sluggish if Philadelphia had a higher proportion of

"d clining" manufacturing industries such as textiles and apparel. How-

ever- the diversified nat_e of its manufacturi g has permitted it to

sustain a slow rate of growth in employment duri-g the past decade.

The Influence of New Business

feasibility of a policy to rehabili ate the gh tto by providing

incentives to new businesse which locate in the inner core of the city,

depends to a large extent on the current geographic dist ibution of firms

which enter, exit and relocate within the city. The findings of this

study show that any policy desiited to attract new businesses is operating

against powe_ful economic forces and is unlikely to have a.major impact

on the.employment problems of ghetto residents.

There is a considerable amount of change in the population of firms

in all major geographic s ctors (ghetto, nonghetto and Central Business

District ) of Philadelphia. The extent of these changes is quite similar

among geog aphic areas when compared to the populationof firms in each

area. The impact of these changes on 'the economic future of inner city



business and its residents is more accura ely assessed by the marg nal

change, that is the net increase (or decrease) in number of firms and

employment opport_nities. The entry and exit behavior of firms in the

city during 1967 resulted in a net increase of 283 firms in nonghetto

areas, 67 firms in the Central Business DistrIct and only 76 firms-in

the. ghettoes.

The direct employmenr impact for the city as a whole was an in-

crea e of over 4,000 jobs which is about .57 of city Ade total employ-

ment. There s a tendency, however, for non ghetto entrants to be

larger-and exits smaller than was the case for ghetto en rants and

exits. As a result the increase in direct effiployment attributable to

the marginal changes in the number of 'firms was concentrated in the

nonghetto areas of the city. As a group the ghetto areas actually-lost

450 jobs, although the net loss was entirely attributuable to the

lar est ghetto area of the city which lost over 1,000 jobs. In contrast,

the net employment impact in the nonghetto areas of the city resulted in

an increase of some 3,800 jobs. In the Central Business:District e-

ployment oPportunities increased by about 750 jobs,which given the total

employment in this area, was a rather modest increase and probably reflects

.the density of land use in the downtown area.

The industrial distribution of the increase in empl-yment generated

by the net increase in new businesses emphasizes the relative weakness

of the ghetto areas. The 1-ng-run econ mic future of any section of

the city is probably improved if.the marginal in bu inesses and job
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opportunities is fairly diversified. Since the occupational st ucture

in a geographic area is influenced by the indust_Aal distribution of

new firms, it is pref- able for a sub abor market to be able to attract

manufacturing industry as well as firms in the service sector. This

will ensure j-b opportunities over a fairly wide range of wage rates.

The entry-exit bi_havior of firms throughout the city is heavily

concentrated in the service sector. Almost 50% of the net increase in

ne: businesses were service firms. There was Only a net increase of 28

manufacturing businesses during 1967 and since the average size of exit

firms was greater than the average size of entrants the employment impact

f 'this change resulted in a loss of almost 1,000 manufacturing jobs.

This loss is however, attributable to the ghetto areas and the Central

Busines6 District which together lost over 1,700 jobs. There was actually

a net gain of some 800 manufacturing jobs distributed throughout the

nonghetto sectors of the city.

An analysis of the employment changes attributable to the entry-

exit behavior of the various types of manufacturing fir s. does suggest

that the central city, at least outside the ghetto, Is still quite an

attractive location for some types of manufacturing. The central city

-is still an acceptable location if production techniques do not require

large-scale operations. Consequently, chemicals' and petrolelim refining

are likely to decide against locating in the cent al city while small firms

In the paper -_toducts, fabricated metals, eletrical machinery industries

are still attracted to the city as wtll as the suburban ring. Firms

which use labor intensiVe _-ethods of production (- g.
a

extile and apparel

industries ) also find the central city an advantageous section for their
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opera ions. Alth_ugh the ghetto appears unable to develop or even

retain its manufacturing fIrms the nonghetto areas within _he central

city are still able to attract s all __nufacturing firms using labor

intensive methods of production.

The ghettoes and the Central Business District also showed con-

siderable weakness in their ability to attract and retain jobs in whole-

sale and retail trade. It was only in j bs in the service industries,

usually personal services, that the ghettoes showed any strength. Em-

ployment growth in these types of jobs is of much less value than jobs

inother industries since an expected low employment multiplier fo

the personal service industries is unlikely to result in a significant

indirect employment gra-th in the future.

Considerable expansion and contraction of family businesses also

occur within urban areas. Sinae these businesses do not employ a

vork force, their impact on the labor market is quite indirect. The

entry or exit of an en_ epreneur does, however, affect the e ployment

status of some individuals though in many cases it may be of a rather

temporary nature. For example, in the const:;-ction indusiry the new

entrepreneur may exit from the industry when building starts or job
fi

-contracts are low and become'a member of the tabor force. .Frequently,

the exiting entrepreneur will _iind_employment -ill another contractor

in the urban area.

During 1967 several thousand new entre- eneurs without a work force

registered in the city. About 4O7 of these fa ily businesses were estab-
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lished in the ghetto sections of the city. This compares to only some

17% of the new firms with a work force locating in the ghettoes.

The location of a high proportion o family business in any area

is a dubious advantage since about 50% of such firms are in wholesale and

retail trade and an additional 30% in service industries. Since many of

these firms are rather transitory in natu-e and have a very uncertain

furture, the ghetto's success in attracting family business probably

refleAs a basic weakness in the existing industrial structure o_ the

ghetto rather than an adva.tage which will bring long-run benefit to

the.,esidents of this section of the city.

The movement of existing firms from one section of the city to

another changes the geographic distribution of jobs. In 1967 the ghetto

areas did show some modest net increases in'employment due to the move-

ment of firms within 4-he city, but the impact on employment was not

sufficient to alter the conclusion that the locational patterns of firms

reflect major economic pressures which make the ghetto a relatively

unattractive environment for new businesses.

The lack of ecOn mic justification for a policy which 'attempts to

attract and assiSt new businesses in the ghetto is further emphasized by
fi

the apparent relatively slow employment growth of ghetto firms during

the first few years of operations'. The nem ghetto ,business does not

only employ a ,much smaller number of workers Chan do the nonghetto city

entrants and s burban entrant firms, but the rate of increase in the
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ghetto fi- s' work force is substantially less than the employ ent

Amcrease experienced by new nonghetto and suburban firms during the

early stage,of the __ development. This difference applies to

almost all types of occupations and industries.

There are apparently strong economic trends Lithin the central

city which will make it extremely di ficult for the ghetto to become

economically a "self sufficient sector of the urban economy. New

business is certainly not the appropriate vehicle t- achieve a self

sufficient goal even if such a goal were desirable. New businesses

locating outside the ghetto appear to do "better" than those locating

within the ghetto and if public policy is attempting to develop a new

Black business class (as distinguished from a policy to establish a

self sufficient ghetto economy) then any assistance .to minority business-

men should encourage them to locate in nonghetto areas of the city or

the Central Business District as well as the ghetto. The study produced

little evidence that the ghetto,provided. relative locatIonal advant ges

for any type of new business. It is possible that some manufacturing

industries*which, provide a service to the firmg in the Central Business

District (e.g. printing) may successfullY develop in the ghetto where

space i- available at low cost. Ho ever- the results show that it is

most unlikely that new businesses established by individual Blacks will

generate a st_-ong enough economic base to revitalize the ghetto economy.

These entrepreneu s should therefore be advised to consider locations

outside the ghetto. Not only will such a policy provide the minority
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entrepreneur with a treater chance of success but it will generate

*more job opportunities for ghetto residents, provided the new business

is located in nonghetto areas close to the core of the city.

The economic viability of the ghetto will only be achieved if the

existing businesses retain their current level of output and employment.

In so-- instances it may be feasible to provide new economic activity

by locating govern ent facilities in the ghetto. The solution to high

iectoral unemployment does not necessarily depend on the econo-ic expan-

sion of the ghetto provided the ghetto resident ean find employment

opportunities close to the core of the city.

e-u ional and -a e Diffe_rentials A-on usinesses

Occupational data was collected from a sample of new businesses

the city and the suburbs. A comparison of the occupational structure of

the entrants shows so e variation according to the location of the fi

The info- ation was only collected from some 4,300 positions and the

findings therefore cannot be cohsidered definitive.

Ghetto entrants which are generally substantially smaller than

either nonghetto or suburban entrants tend to offer proportionally, and

absolutely, fewei job opportunities which would be considered high in the

skill hierarchy of occupations. Ghetto entrants have a lo er propo tion

of professional and technical occupations and a ong the service type

occupations mos- opportunities are in personal services rather than

business services. Consequently,.ghetto entrants are more likely to

ffer proportionately more of the lower paying jobs. However, for many



19

of the higher skill level occupations (e.g. managerial and professional

.i:echnical) the new ghetto firm is likely to pay a higher salary. A

similar tendency exists for office clerical occupations. For some of the

lower Skilled occup tions (- g. plant clericals) the ghetto firms paid

1ss than did the nonghetto ft

As expected, the work fo: of the new ghetto firm is made up of a

lower proportion of whites than the nonghetto ent-ants. For the high

skill (and high pay) jobs, ho_ever, a high proportion of employees in

ghetto firm.- were white. The salarydtfferences between ghetto and non-

ghetto jobs in the sane occupations is therefOre a reflection of the

lack of skilled labor.and a surplus of semi-skilled and unskilled labor

residing close to the new ghetto businesses. It seems clear that ghetto

residents should be t ained for some of the skilled occupations in inner

city businesses. For example, some ghetto -esidents should be trained

to co pete for the office clerical oppo7tunities in ihe inner city.

E o ent 0 ortunities _and lle G o -hic Dis 'bution of Jobs

The geographic distribution of total city7wide jobs was estimated

for 1968 This analysis of over 850 000 jobs revealed that about 80%

of these jobs were located withIn abOut 20 minutes highway travel time

by automobile fro-± the center of the city The geographic area encom-

passed by this travel time was designated as the "core" or "inner" section

f the city. It comprised the southern half of the city; including all'

three ghetto a eas along with the' Central Business District and one

nonghetto section àf the city.
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the city does vary

from industry to industry. The high degree of employment concentrati-n

'does suggest that ghe__ o residents are in close proximity of a substan-

tial number of j b opportunities requiring a wide variety of skills. It

is for this reason that the approach of the Concentrated Employment Pro-

gram, which is based on the target. area concept in supplying manpower

services, receives strong support from these findings.

The policy Mich attempts to raise the labor productivity o

residents of the inner city who experience the high unemployment rates

will course, have a gte-ter change of success if additional steps can

be taken to ensure th t the ghetto resident will apply _ jobs in the

inner city and be hired for the vacant positions. In this respect the

findings suggest that improvements i_ the public transit syStem ithin

the core the city will make the large number of jobs in the inner city

mon!accessable to ghetto residents. This policy is necessary because

of the very low automobile ownership among.ghe_to fam lies and because

the degree of concentration of city jobsdeclines substantially when
0

public trans t time rather than highway travel time by priVate transpor-

tation is used in calculating the geographic dispersion of employment.

Some parts of the ghetto areas are apparently somewhat Isolated from

the public trans t routes and as a result it may take some 40 minmtes to

avel to the center of the city by public t _nsit compared to 20 minutes
fi

by automobile.

The geographic concentration.os city jobs within t e core implies

that improvement in the inner city transportition network will -ake the



21

vast majority of j_b opportunities accessable to ghetto residents. The

feasibility of such improvements, course, depends on the cost

the proposed changes. For example, the cost of developing new subway

routes would be prohibitive given the expected benefits. However- sub-

stantial ch nges are possible in surface public transit without in-

creasing substantial investments by the transit authority. Finally,

does seem desirable to experiment with changing the rate structure .

the transit system including a low _are (or even zero fare )on reverse

commuting during the high peak traffic hours.

The unenployed ghetto residents should be trained in the types of

occupations ihich are expanding, or at least not declining- within the

core of the city. In addition, industries which have a fairly high

proporti:on of semi-skilled and elatively unskilled occupations are

most likely to provide employment opportunities for trainees.

If the inner city of Philadelphia is typical of many urban areas

then a strategy which permits the upgraded ghetto labor force to penetra e

the work force of existing businesses is the approach which should be

given highest priority.
8

The success of the penetration strategy requires

more than simply supplying manpower services to areas with high sectoral

unemployment. The choice of indust ies to penetrate is crucial since it

influences the type of job training provided. In Philadelphia in choosing

The penetration st:ategy for improving the labor force s atus of
minority groups includes .penetrating both entry level jabs and the higher
skilled jobs in the firm's occupa.tional structure. The policy being ad-
vocated in this study refers only to the penetration of entry level posi-
tions. The operation of the firm's internal labor market was not studied.
For a discussionof the operation of penetration strategy in one metropoli-
tan area see F. Ray Marshall and James Hefner, "Black Employment in Atlanta"
in Somers (ed,) industrial Relations Research Association Proceedings,
1970, pp. 45-54.
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manufacturing industry perference should be given to elect teal

machinery, paper, lumber and wood, printing and publishing. The situa-

tion will probably be different in other urban areas, but it is ex-

pected that when the cr1tera of geographic accessability of jobs,

occupational structure of.industry and industrial employment trend are

applied, some iridustries will have greater potential job opportunities

Chan others for unemployed ghetto residents who are entering manpower

training programs.

The most attractive industrial sectors for the penetration strategy

in most urban areas are the growth sectors of constructIon, transporta-

tion, finance insurance, real estate services and, of course, government

employment. With the exception -f eonstruction a very high proportion

of city ide jobs in these Indust ies are likely to be located in the

inner core of the city. The location and g o th of local government

employment is encouraging for ghetto residents and any national manpower

policy which seeks to establish job opportunities in the public sector

depending on the nature of the job opportunities created, likely to

'be of considerable assistance to unemployed inner city residents. Such

a policy may of course only be a temporary advantage since the number

of 3_1) slots _ay Nary with the unemployment level. In addition, it is

likelYthat the concept of public sector employment opportunities, if

enacted, will result In training or experience job slots rather than

permanent employment pos_tions. The benefit of such a progra_ '11,

therefore,lle in training ghetto residents rather than providing long-
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te:__ employment

the extent to which trained ghetto residents are able to gain

entry into existing businesses depends partially on the reduction of

discrimination in hiring. The policy which seeks to place unemployed

ghetto residents in existing businesses will be more successful if

the existing laws on aiscri_ination on employment are effectively

enforced. The federal government has initiated several quota hiring

plans in the construction industry. If the experience with these plans

results in a substantial increase in the employment of qualified Blacks

in this industry it may be appropriate to consider extending the con-

cept to other industries. Specific proposals to ensure nondiscr* ina-

tion are, of course, clearly beyond the scope of this study and are

only mentioned to illustrate their interdependence with the policy

of retraining the unemployed for existing central city jobs rather than

relying solely on the job opportunities created by new businesses.

The alternative policy of lmprovinvemploymeut opportunities in

existing businesses or developing jobs by encouraging new business are

not Imtually exclusive. Both approaches are likely to reduce high sec-

toral unemployment. The relative strength of the core of the city in,

the base industries (those which export a high proportion of their output)

and the non-base industries (those which supply services Ao the resi-

dents of the local area) is encouraging for those who are unemployed..

If the base industries (usually manufacturing) show some signs -f

weakening in the central city and strengthening in the suburbs the policy

should be directed towards encouraging exist new, city businesses
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which will provide ancilliary services to the expanding base industries

_n the suburban ring.

_The Entrepreneur and. Ghetio Developmen_

Minority enrepreneurs are most likely to enter business in the

wholesale and retail trade and service sectors compared to manufacturing.

They are also likely to locate in a ghetto section of the city. From the

point of view of the economic success of the new venture, this is a

rather disturbing finding and public policy should encourage minor ty

businessmen to locate in nonghett- sections of the city which also pro-

vide considerable small business opportuni.L.es.

There is no evidence that the minority entrepreneur is at a dis-

advantage -ith the white businessman in financing the new enterprise.

However, the Black businessman tends to have less experience before enter-

ing business and a l'wer level of formal educational tra ning. For this

reason "t is recommended that perhpas the highest priority in the

strategy of assisting minority businessmen should be to provide entre-
.

preneurial training services As part of the nation's manpower services.
A

Plant Location Decisions and Ghetto Unemplo ment

The trend in the pattern of location of existing business also has

a potential impact.on the high unemployment rates in the "nner city. .

There are several reasons that firms -ith a large work force are likely

to proVide more potential job opportunities for the unempl yed than do
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fiLms with a small number of workers. Large firms are likely to have

.a more formal approach to a ds recruiting and are expected to put less

stress -n recruiting through current employees. Since the unemployed

ghetto resident may have few acgaintances who are employed regularly

the more formal hiring methods at least provide an opportunity to apply

for a vacant position. In addition, larger organizations have t_ re-

port the racial composition of their work force to the Equal Employment

Opportunities Commission and this is likely to restrict extent -f dis-

c-imination in hiring. Consequently, any trend for the larger firs

to locate farther from the center of the city -ill create labo- market

difficulties for the une_-ployed ghetto residents seeking job opportunities.

The relationship of size of firm and distance form the core of the

city was analyzed for manufacturing firms in Philadelphia in 1968. The

findings suggest that in several industries there is a tendency for the

larger firms to locate close t- the center of the city. This was the

finding for the apparel, lumber, printing and publishing, leather and

transportation manufacturing industries. On the basis of accessability

it therefore appears that these Indust ies provide potential job oppor-

. tunitieS for disadvantaged workers.

The geographic distribution by size of firm did net provide an

indication of future trends. For this reason info _ation on the factors

influencing the choice of loCation was collected from a sample of city

and suburban.entrant fi -s. The disadvantages of current locations was

also studied for both entrant and existing firms in ghetto.and nonghetto

locations.
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The findings support the theory that nonmanufacturing firms are more

market oriented and stress economics of localization while the availability

of space and facilities, its price and ability to expand are the major

forces pulling manufacturing a ay from the center of the city. Ironi-

cally, however, these same forces attract small manufacturing and non-

manufacturing firms to the city's ghettoes where cheap facilities are

available close to the Central Business bistrict. Despite these particu-

lar advantages of the ghetto the inner city clear* has difficulty in

supplying the locational characteristics preferred by new fjrms. The

ove_riding issue especially among smaller nonmanufacturing ghetto firms

the fear of theft and vandalism. In addition, lack of room for ex-

pansion, lack of space for customer parking and problems of transpor-

tation access are generally viewed as disadvantages, whjch unless dealt

with by local a_thorities, may result in a substantial net outflow of

.businesses from the inner city or at least substantially inhibit the

location of new firms in the city. It also appears that while improving

the qual ty of the ghetto labor force will contribute to a reduction

in high secto al unemployment by making ghetto labor more competitive

with the labor force in other sections of the city, this policy will

riot in itself be sufficient to attract or perhaps even retainjobs in

the ghetto. Other environmental conditions which new businesses prefer

may have to be supplied in the inner City.

The success of the " elf sufficiency" approach -o reducing ghetto .

unemployment n-t only depends upon attracting new businesses but on the
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extent to which these firms employ residents from the surr unding area.

From the interviews it was found that new businesses recruit a higher

proportion of their employees from the immediate environ ent of the

firm than do businesses which have been established for some time. For

new ghetto fi.ms, a higher proportion of employees live close to the

firm than was the case for new nonghetto businesses. The relationship

is reversed for es ablished ghetto and nonghetto firms. Few existing

ghetto firms had many employees residing close-to the business; most

employees resided outside the ghetto. On the other hand established

nonghetto fi--s had a fairly high proportion of employees living near

the place of operations. Once the firm is established in the ghetto

and its work force ex'pands it appears that the proportiOn of employees

hired from the immediate environment declines. The established firm

appears to.enlarge the geographic dimensions of its search for _orkers.

This may simply be the result of the increase in size Of the -ork force .

but-it -ay also be due to the inadequate supply of labor of the quality

preferred by businesses in the-inner city.

The residential location'of the firm's employees also N;aried among

industries. There was some evidence to support the view dhat for manu-

faCturing and service firms a fairly high proportion of the work force

lives a sub-tantial distance from the place of operations. Among whole-
fi

sale and retail trade fjrms, expeeially for the new firms, there was a

tendency for the work force to be recruited from the residential area

close to the business.
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The means of travel to work used by the employees of the firms

surveyed reveal some interesting results. The automobile was the pre-

do inant 7ethod of getting to work and walking was relatively unimportant

though nonghetto firm employees did walk more than employees of fi- s

in other geographic areas. As expected employees working in centra

business district firms tended to use public transportation. This'is be-

cause it is feasible to have such a transportation system in high density

work place areas. It WAS somewhat su prising that employees -f nonghetto

firms used public transit more frequently than employees in ghetto firms.

The extremely heavy reliance of employees in ghetto firms on the auto-

mobile suggests that large sections of ghettO areas are isolated from

public transit routes. The average daily travel time data utilized in

studying the distribution of total employment in the city tends to'

support this finding. It apPears that not only is the ghetto resident

Working in nonghetto sections of the city without adequate public transit

but those wo -king in the ghetto no matter where they reside) also ex-

41erience the same problem and re y heavily on the auto-ob*le t_ travel

to work.

Several general public policy implications seem to e erge from the

results of this study. First, the problem of high unemployment in sectors

of urban labor markets is only likely to be so ved if several strategies

are followed concu-rehtly. .For example-'i-p ovements.in the public

transit system in inner cities will reduce worker immobilities among

various "sublabor markets w thin the city and at the same time improve
a
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fhe locational advantages for firms considering locating in the city.

A policy which attempts to raise the productivity of the ghetto labor

suPply IA also likely to be more effective if the geog-aphic boundary

of the worke 's preference for place o__ employ_ent are enlarged through

better transit facilities within the city.

A second major pol cy implication of the findings is that despite

the interdependence of policy strategies there is clearly an order of

priority.among possible solutions to urban employment problems. Since

the vast majority of job opportunities are located in 'the core of the

raising the productivity -f ghetto residents -is clearly the policy which

should be given top priority. The importance of this particular ecom-

mendation will, of course, vary with the industrial and residential.

structure of each urban area but no other policy (e.g. enforcement of

pondiscrimination in hiring, improved transit etc.) even in a city

where job opportunities are not concentrated geographically, is

likely'to be of any consequence' t- hard core ghetto residents unless

their labor skills are improved.

A policy which attempts to create some u ban environmental struc-

tural changes should also 1e given high priority. These changes include

selective changes in urban transit systems -ithtn the inner city and a

y,

rest -ctu_ ng of the fare system incpublic transit. Progra s to

reduce the level of crime, especially cri_es of violence and crimes

against prop'erty should also make the central city a more desirable lo-

cation for business. This particular policy'should be given a high priority
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mainly because there is evidence to suggest that businessmen believe

that environmental problems in the inner city are very serious and unless

co .ected may lead to a substantial migration of business. A reduction

in fhe level of urban crime -ill not necessarily generate more job oppor-

tunities, but it will help retain existing jobs.

The findings strongly suggest that a policy which encourages new

ghetto businesses should be given a low priority since they have a

low payoff in ter s of j-b opportunities for ghetto residents. If the

policy goal is to increase the number of minority businessmen then it is

essential that minority bUsinessmen be encouraged to locate in nonghetto

areas. There may, -f course, be exceptions to this general recommendation.

There have been examples of successful community sponsored business pro-

jects in the ghetto and these may be worth.supporting. Experience has

shown, however, that the cost of subsidizing such projects is high and

the increase in job opportunities very s all. The policy _f aid to

minority businessmen, when given, should emphasize management training

for fhe new entrepreneurs rather than a subsidy for starting business in

a se tion of the city which has serious locational dis

rehabilitation of the ghetto including the reduction of high unemployment,

dv ntages. The

can c early not be aChieved through acts of heroism performed by indivi-

dual minority entrepreneurs.



CHAPTER I

TRENDS IN THE URBAN SUPPLY A-- DEMAND FOR LABOR

Statistics indicate that during the 1960-s the unemployment rate f--

the population living in urban are s of the United States has fallen.

This improvement has been experienced by both whites and no-_- hites, as

is shown in Table 1. Despite these advances in the aggregate, the

demogr-phic features of the urban population, residential segregation and

changing patterns -f industrial location have combined to create high

rates of unemployment 4n the racial ghettos of most large metropolitan

areas. This situation is clearly one of sectoral unemplOyment, which, as

explained earlie- )ists when the unemployment rate LI a particular

sector is high relative to the rates expe 'eneed in the rest of the

labor market.

Sectoral Unemployment Rates

The unemployment situation in metr politan a eas (which usually

coincide with the.boundaries of the statistical collection unit described

as an urban labor market area ) can perhaps.bestbe appreciated by

considering it as composed of three geographic sect the suburban

lig, the non-ghetto sections _f -he central city and the ghetto sections.

The most severe unemployment and-associated poverty problems are in the

ghettoes. Here the population is largely nonwhite, poor and living in

dilapidated housing. Cri e rates are much higher than in other parts of

the metropolitan aren and for many ghettoes business and employment are

4731
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UNE1PLOY 1

TABLE

RATES FOR ECTED GROUPS

Group

1968
Hetropol

Areas
(SMSA's

1960
an Metropolitan

Areas
(RAM's)

White

Hale, 20 years and over 2.2 4.2
Female, 20 yea;:s and over 3 3 4.5
Youths, 16-19 years 11.1 10.4

Negro & Other Races

Hale, 20 years and over 5.5 9.4
Female, 20 years and over 6.4 9.3
Youths, 16-19 years 28.5 21.8

SOURCE: Conrad Taeuber, U.S. Bureau of the Census, in testimony before
the House Committee on Banking and Currency, October 14, 1969
Appendix.



declining.. Public policy has establ shed various manpower, education,

housing and economic development programs in many _f these local

connnunites. The second level of concern is the geographic area

-encompassing the ghettoes. This sector, comprised of the nonghet

sections of the central city, frequently has the same external boundaries

as the city itself. This sector is characterized by higher incomes and

lower unemployment than among ghetto residents. Its population is largely

white although it includes some nonwhites especially Chose whose incomes

are above the poverty level. Business and employment in the nonghetto

sections of the central city have, in general, not shown the declines that

mark _any ghetto areas. This sector also generally contains a gra ing

central bus n- district. Finally the third pri a y sector, the suburban

ring o f the metropolitan area, is usually composed of counties outside the

city limits. Here incomes are highest and unemplo ent lowest among the

three geographic sectors in the metropol tan area. Business an&employ-

ment have been expanding rapidly in this sector, in some instances

creating a labor shortage.

The differ nces in the unemployment rate among these three sectors

shown in five major metropolitan areas is shown'in Table 2. It should be

noted that the figures for the central city'include those unemployed in

the ghettoes. Similarly, the unemployment rates for the SKSA include

the unemployed in the cen-:. al city and ghetto. This suggests very low

unemployment rates in the suburb n ring. It is, of course, likely that
6

the suburban ring will contain geographic sections which have high

une ployment rates and the characteristics of these _etto" areas may be

similar in some respects to their counterparts within the central cities.

However, the data suggest that fo the most pa -- the suburbs are either
.
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areas of sufficient or exce s de and for labor. In contrast to both

. metropolitan area and the central city, unemployment rates in the ghettoes

are twb or three times higher.

DenographicChangs

The demographic changes in the population of central cities which

have made it difficult to show that Manpower programs have made signifi-

cant i: oads into urban unemployment have also tended to accentuate the

sectoral nature of the problem. The most important demographic change

a

of course, is the increasing proportion of the cent-al city population

that Is nonwhite. Table 3 shows that between 1960 and 1968 the central

cities in the United States gained nearly two-thirds of a million people.

As part of th s net change the Negro population has increased by over two

million while the white popul_tion has decined by a little less than two

About one-third of the inc ease in Negro central city popul tion

(800,000 persons ) is due to net in -igration, while almost all of the white

decline is due to net out-migration. The unemployment rate lor nonwhite

Americans, despite improvements over the decade, is significantly hi her

than that for whites. This is due to nu e ous factors including racial

discrimination and_lack.of skills and education. These 1 Iter disadvan-

tages appear particularly serious among nonwhit-s who have recently

migrated to the central cities from rural areas. The incre sing proportion

of nonwhites therefore, would tend t- raise the unemployment rate in the

central cities. Another aspect of these demographic changes is the larger

proportion of youth among the nonwhite urban population. The problem of

youth unemployment is even -ore seriousthan for other labor force groups.

'While the overall unemployment rate has been falling since 1960 the rate

for persons aged 1 6 19, although ordinarily high, has in fact risen and



TABLE 3

POPULATION OF THE UNITED STATES BY RESIDENCE AND RACE (IN MILLIONS)

Residence & Race

1

1960
Percent

of ChanK

Total

Metropolitan Areas

Central Cities
Outside Central Cities

Nonmetropolitan

White

Metropolitan

Central Cities
Outside Central Ci 'es

Negro & Other Races

Metropolitan

Central Cities
Outside Central Cities

_1968

198.2

127.5

58.4
69.1

70.8

110 9

45 6
65.3

5.

11.9
3.2

178.5

112 9

57.8
55.1

65.6

99.7

47.5
52.3

12.2

9.7
2.5

11.1

12.9

1.0

25.4

7.9

11 2

9

24.9

24.3

22.9
29.8

SOURCE: Data from C nrad Taeuber, U.S. Bureau of the Census- in testi-
mony before the House Committee on Banking and Currency,
October 14, 1969.



37

in some ghetto areas has at times reached the incredible rate of 35

percent.

Furthermore, recent studies in several cities have sh--n that there

.has been an increase in residential segreg_ ion since 1960, thus increas ng

the concentration of the unemployment pr_blem in a few sections of the

central cities. Conversely, in the suburbs residence is often.restricted

to middle and upper income white by zoning laws and other devices, resulting

in that sector s low unemployment -ate. In these ways, diffe-ences in

unemployment rates by race and age group, when coupled with segregated

,residential patterns have contributed to the development of variations in

the unemploywent among different sectors of the metropolitan area.

There are also considerable differences in occupational status among

workers residing in different parts of the metropolitan area. Table 4

indicates that while 46 percent of all male's in the labor force living in

metropolitan areas are in white collar jobs, only 11 percent of nonwhites

living in selected poverty areas have these types of *fobs. The proportion

a

of nonwhite males holding these types of jobs ranged from a high of 25.5

percent in New York City to 11.1 percent in Detroit.

These data probably understate the occupational status differential

between ghetto and nonghetto residents. This is because there is a,

signific nt occupational hierarchy wIthIn each of the broad occupational

categories shoun in Table 4 and ghetto residents are likely to be concen-

trated at the bottom of the internal hierarchy. For,example, managers in

manufacturing plants are grouped with managers of small retail stores,

b_rber shops, etc. Ghetto residents who hold managerial jobs are likely

work in the latter type of firm.

The differ ntial bet-een female residents in ghetto and nonghetto

s_ctors is even more prono nced. 65 percent of such workers in the
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metropolitan areas are in Alhite collar.jobs while less than 35 percent if

the f male workers living in the ghetto sector have white collar jobs.

This finding has considerable socio-economic implications for urban

problems silce close to one-third ofghetto families are headed by women.

The data clearly show that gh tto employees are concentrated in the

service, laboring and operative occupations. The explanation of this

occupational distribution is mainly attributable to racial discrimination,

low educational _ttainment, and lack of skill and experience among ghetto

sidents. However- inadequate labor demand in areas accessible to ghetto

residents also contributes to the present occupational structure of gh-tto

workers.

Concurrently with the demographic and labor supply changes described

above, there has been a geographic redistribution of jobs within .urban

areas. Advances in highway transportation and c--__unications have made it

feasible, and for many industries -_olre economical, for fit-ws whose market

is the metropolitan area to locate beyond the .coreof the city.1 At the

same time taxes, land costs and crime rates have made the central city a

more costly place of operation. As a result, there is a strong trend in

metropolitan industrial location towards the suburbs.

The shifting pattern of industrial location withIn thirty lar

metropolitan areas is shown in 'lane 5. Employment growth in the

suburbs was found to be greater than n the central c ty in all

industrial categories. In some industries, for example the service sector

there was an increase in central city jobs, b t in other industries,

especially manuf cturi- there was a substantial decline in job opportunities.

1N_
orb

.

ert Stefanik, nct trial Loca ion WIthin an Urban Area_ Bureau
of Business Research and Services, University of 4isconsi.n, Madison, 1962, p.
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-he suburbs, employment in all industrial categories increased, with

the rate of gro th being most pronounced in non-manufacturing. These

findings are confirmed by Dorothy K. Newman'' study of the distribution

Of new nonresidential building permits .
2

Her study ahacs that silce 1954

there has been a steady trend in the movement of new factory and conmerc

buildings to the suburban ring of metropolitan areas. The trend toward

decentr.lization of metropolitan employment along with the nceased

,segregation of the population by race and income has h d serious implica-

tions f the urban labor market. It appears that the low skill jobs in

manufac u ing and trade for which ghetto residents would most easily

qualify are expanding most rapidly in the Suburbs while such *obs are

growing slowly or even declining in the central city.
3

In this way the

changes in the distribution of industry among sectors of the metropol tan

a-.ea hasu: counter to shifts in the pattern of labor supplyand has

contributed to a highly sectoral pattern of unemployment.

Sectoral Unem Tient and De o ic Chanc,es In Phil adeli hia

The demographic changes and unemployment characteristics of the

Philadelphia metropol tan area are quite s.imilar to the experience in
A

other urban areas-. The prop_ Aon of the population of its central city

that is nonwhite has increased from 18 percent in 1950 to 26 percent in

4
.1960 and to an estimated 31 percent in 1965. Over this period, racial

ghettoes in three sections of the city expanded significantly. The

2
Dorothy K. Newman, "The Decentralization of Jobs"NontyLabor

Review, May 1967, pp. 7-13.

3 E.N, Dobson as cited in Peter B. Doeringer, "Ghetto Labor
Markets - Problems and Programs", paper read at Conference on
Transportation and Poverty, mimeo, June 7, 1968. American Academy
of Arts and Sciences, Brookline,..MassachusettS.

4National Advisory Con ssion on Civil Disorders, p. 248.



42

Philadelphia SMSA also had differential rates of employment growth between

.its central city and suburban ring which will be examined in detail below.

Coinciding with these trends were differences in the unemployment rates

*among different sectors of the metropolitan area. In 1968 the unemploy-

ment rate in the suburban ring was 2.7 percent, while the rate for the

central city was 3.9 percent. The figure for the suburban ring might have

been lower had it not included the city of Chester, Pennsylvania, which

had a ghetto of its own. A study of urban poverty areas conducted in

November of 1966 showed that in the North Philadelphia ghetto the

unemployment rate was 11 percent and the subemployment.rate was 34 percent.
5

In contrast, the Philadelphia SMSA unemployment rate for 1966 (11 month

average) was 3.4 percent.

Variations in Socio-Economic Conditions Among Sections of Philadelphia

In order to analyze the characteristics and employment impact of new

and existing firms in this sectoral context, a major feature of this stu4

is comparison of these firms according to their geographic location within

the city. For such comparisons, the cityvas divided into eight geographic

sections or sublabor markets. Neither this geographic division nor the

tetm "sublabor market" is meant to imply that these are self-contained in

terms of places of work and residences. This term refers only to

geographic subsections of the larger labor market area. The relevance of

these comparisons is due to the relation of firms' behavior to the

5
The "subemployment" index includes: 1) the unemployed, 2) those

working part time who are seekindfull time work, 3) heads of households
working full time and earning less than $60 a week and those not heads
of households working full time and earning.lcss than $56 a week, 4) half
the number of males aged 20 to 64 listed as not in the labor force and
5) half the estimated number of "unfound" males.
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differing socio-economic characteristics of .the sublabor market in which

.they choose to locate.

The geographic subdivision of the City of Philadelphia used for this

Study, as shown in Chart I, is based on the boundaries used by several

federal and local agencies. Three of these sublabor markets, North

Philadelphia, Spring Garden and West Philadelphia, can be described as

low income areas and each contains a substantial ghetto. The boundaries

used to demarcate these three sectors are quite similar to boundaries

used by the Model Cities Program and the Concentr9ted Employment Program.

Throughout the analysis, these three areas will be referred to collectively

as ghetto areas, although, since their boundaries are based in part on

administrative criteria, they contain sections which do not conform to

the usual sociological meaning of the term "ghetto."

The remaining sections of the city Center City, South Philadelphia,

Northwest Philadelphia, Northeast Philadelphia and Frankfort-Richmond, were

selected according to the practice followed by the City Planning Commission

and other local agencies. These sublabor markets are described as "high

income" areas in the sense that-none of them contain a substantial ghetto

of low income residents. One of thele "Longhetto" areas, Center City, is

the downtown section of the city and is designated as the central business

, district (CBD).

A statistical comparison of selected socio-economic characteristics

of these sublabor markets which highlights the differences among sections

of the city is presented in Table 6. The data are adapted from a study

by the Philadelphia City Planning Commission and based on the 1960 Census.,

As mentioned above, Center City corresponds to the Central Business

District which trAps explain whSr it only had a population of 38,000, making
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CHART I

GEOGRAPHIC DIVISION OF CITY OF
PHILADELPHIA INTO SUBLABOR MARKETS

I- West Phil idelphia

27 South Philadelphia

3- Center .City

4- Spring Garden Area

5- North Philadelphia

6- North West Philadelphia

7- North East Philadelphia

8-Frankfort-Richmond



46

it by far the smallest residential section of the city. Of the nonghetto

areas it was the only one which had a substantial proportion of non-white

residents. Center City is the only area where most of the residences are

not awner-occupied. The mediah family income of its population is below

the city median although there is probably a considerable deviation from

this average level.

The other four nonghetto areas of the city, South Philadelphia,

Frankford-Richmond, Northwest and Northeast Philadelphia all tend to have

a relatively high median family income, a very low percentage of nonwhite

population, a high proportion of owner-occupied hdusing and, except for

South Philadelphia and Frankford-Richmond, a population with a high

median level of education. In contrast, the ghetto areas have a fairly

large nonwhite population with a lower level of educational attainment,

lower family income and a smaller proportion of residents who awn their

homes.

The 1960 Census data clearly show substantial differences in socio-

economic characteristics of the ghetto and.nonghetto areas. It is

believed that during the past decade these differences have become even

more pronounced as the proportion of whites in the ghetto areas has

declined significantly.

The Current Employment and Industrial Structure of Philade17hia

The geographic and occupational dimensions of labor demand in the

central city are related to the industrial structure of the Standard

Metropolitan Statistical Area in which the central city is located. It

is therefore necessary to identify the overall industrial and employment

structure of the-geographic area from which the empirical aata are

collected. Table 7 summarizes the employment structure for Philadelphia
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and the eight county6 (two sti:Ites) Philadelphia labor market and provides

the relevant background information for the study.

The City of Philadelphia has one of the most highly diversified

industrial structures ol any city, having over 90 percent of the U.S.

Census' categories of industries. Moreover, no one industry group is

dominant among them. Nonmanufacturing employment represents 70 percent

o7. all nonfarm wage and salary employment as compared to only 30 percent

for manufacturing.

Diversity is characteristic also of the manufacturing sector itself.

Machiilery, apparel, metals, foods, and printing collecLively account for

two-thirds oi. manufacturing employment. Machinery--the largest of these--

has only about 19 percent of the total manufactvring employment.

More significant in terms of total jobs are nonmanufacturing activities.

Trade is the predominant employer, but it is followed closely by service

industries and government. Approximately 10 percent of total employment

is accounted for by the self-employed, domestic workers and farm employees.

The importance of the City of Philadelphia in its metropolitan area

is evidenced by the fact that the city's establishments (including govern-

ment) provided in excess of a million jobs in 1968, over one-half the

employment in the entire labor market. There are some significant differ-

ences, however, between the industrial structure of the labor market as

a whole and that of the city alone. In the metropolitan area, manufacturing

is relatively important, representing almost one third of all jobs. Of

these manufacturing jobs, one third are in the machinery or.metals industries

while the remainder are widely scattered among other manufacturing acttvities.

In contrast, city manufacturing jobs are concentrated ha food, textiles,

6Besides Philadelphia County,.included are Chester, Delaware, Mont-
gomery, and Bucks Counties in Pennsylvania and Burlington, Camden, and
Gloucester Counties in New Jersey..
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TABLE 7

EMPLOYMENT STRUCTURE BY RESIDENCE OF ESTABLISHMENT, 1968

CITY OF PHILADELPHIA AND PHILADELPHIA LABOR MARKET (SMSA)
(In Hundreds)

City of
Philadelphia

Indu3try Employment Percentage

Philadelphia
Labor Market
Employment Percentage

Philadelphia
Percentage of
Philadelphia
Labor Market

c,ontract Construction 373 3.6 741 3.8 50.3

_Manufacturing 2,705 26.4 5,799 29.5 46.6

Furniture and Lumber 65 0.6 130 0.7 50.0

Metals 293 2.9 807 4.1 36.3

Machinery 514 5.0 1,354 6.9 38.0
Transportation Equipment 68 0.7 299 1.5 22.7

Food 274 2.7 486 2.5 56.4
Textiles 170 1.7 273 1.4 62.3

Apparel 438 4.3 575 2.9 76.2
Printing 249 2.4 408 2.1 61.0
Chemicals 180 1.8 416 2.1 43.3
All Othe-r 454 4.4 1,052 5.4 43.2

:Transportation and Public
646 6.3

Utilities
1,091 5.6 59.2

:Trade 1,905 18.6 3,469 18.2 54.9

:Finance, Insurance, and
693 6.8

Real Estate
938 4.8 73.9

.

_Services and Miscellaneous 1,585 .15.5 2,837 14.4 55.9

.Government 1,315 12.8 2,497 12.8 52.7

:Total Nonfarm Wage & Salary 9,221 90.0 17,372 88.5 53.1

3elf-employed, Domestics and
Farm 1,025 10.0. 2,270 11.5 45.1

.Total 10;247* 100.0 19,655 100.0 52.1

SOURCE: Pennsylvania Bureau of.Employment Security.

-*EstiMated.
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apparel and printing industries. In the nonmanufacturing industries, the City

of Philadelphia has a higher concentration of jobs in finance, insurance and

real estate, servic2s and contract construction.. These city-SMSA differences

indicate that the geografl-C.c distribution of employment by industry follows

the pattern typical of metropolitan areas throughout the nation7. The central

cities tend to specialize in those types of industries, such as finance,

insurance and real estate and many services, which depend on economies of

agglomeration and which operate most efficiently at the hub of regional

communication and transportation networks. In addition, the central cities

tend to specialize in those industries requiring a low wage, low skilled

labor force. This is exemplified by Philadelphia's dominance within the

SMSA in nondurable manufactures.

The D namic Shifts in Em lo ent and Industry_LLthe

The 1968 pattern of employment in the City of Philadelphia as the central

city of the metropolitan area is the result of a dynamic process of change.

Table 7 describes the industrial distribution of employment in the city for

selected years between 1951 and 1968. This shift in the employment pattern

has taken place against a background of a slightly downward trend in employ-

ment with cyclical fluctuations around this trend line especially marked

by the recessions of the late 1950's and early 1960's.

. Over the 1951-68 period the most significant change was the decline

of manufacturing relative to nonmanufacturing in the city. From a high of

35 percent of total employment in 1951, manufacturing fell to slightly

more than 26 percent by 1968. Although this decline has been felt widely in

most manufacturing categories, tel,tiles and metals have been especially hard

hit. Interestingly, the most rapid increases in manufacturing employment have

occurred in the durable goods industries of metals products, machinery and

transportation, of which the central city has a relatively smaller share.

Among the nonmanufacturing industries major increases occured in

7See, for exemple, R. Vernon, IIRLE222.1is 1985, especially pp. 135-149
for the case of New York. 65



TABLE 8

DISTRIBUTION OF EMPLOYMENT IN CITY OF PHILADELPHIA FOR SELECTED YEARS

Industry

Mining

Contract Construction

50

Percentage of Employment
1951# 1960# 1963# 1968+

4.2 2.8 2.9

L' "

3.6-

Manufacturing 35.1 30.8 29.2 70,4
Furniture and Lumber 9,8 0.7 0.7 0,6

Mbt4ls 4.4 3,4 ..P 2.9

11.,400-PeTY 0,1 5,5. 0.1 5,0
Transportation (45 0,4 0,2 0,7

Fp9d
TP44gP 3,9 2,3 2,,O 1,7
AppfarPT ItfP 4,7 46 10
printing 24 3,1 2,9 2p4

Gh@m4P1s 20 2,2 1,9 1,P
All CtOler 0,9 50 4,7 4,4

Transportation and public Utilities

Trade

Finance, Insurance and Real Estate

Services and Miscellaneous

Government

Total Nonfarm Wage & Salary

Self-employed, Domestics and
Farm Workers

Total

7p9

18.9

5.0

10.7

7p4

18.8

6.0

14.3

8.7 9.6

90.5 89.9

9.5 10.1

18.3

6.5

15.4

10.3

90.0

0,3

18.6

6.8

15.5

12.8

90.0*

10.0 10.0*

. 100.0 100.0. 100.0 100,0

Total Number (hundreds of workers) 10,756 9,905 9,590 10,248*

7111,.

SOURCES: #Harms, L. and James, R. Manpower in Pennsylvania, Vol. II.
Harrisburg: Commonwealth of pennsylvania, Department of Community
Affairs, 1967.

+Pennsylvania Bureau of Employment Security.

* Estimated,
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services, and finance, insurance, and real estate. There has also been a

substantial increase in the importance of government.employment. This

increase reflects the national trend in the growing importance of public

.sector employment, especially at the state and local levels. A major

campon At of this government sector has probably been in response to the

demand for labor in education especially in the public school system. At

the same time, smaller relative declines occurred in contract.construction,

ar7A transportation and public utilities.

Which the unemployment rate in the central city has been higher.than

in the metropolitan areas as a whole, the rise in city employment has

occurred at only half the rate for the entire metropolitan area. The

comparative data by industry for the period 1963-68, presented in Table 9,

reveals that the city increased employment by about 7% or 65,800 jobs

compared to a 13% increase or 232,700 jobs for the SMSA. In absolute

numbers of jobs, the city of Philadelphia lost over 150,000 positions in

manufacturing, transportation, and public utilities This decline was

particularly acute in machinery, food, textiles, and printing, with over

140,000 jobs lost in these fields alone. Of the 23 major-Standard

Industrial Classifications in manufacturing it was only in one that the

city exceeded the entire labor market in growth of employment. This

occurred in transportation equipment with the success of the Budd Company

of Philadelphia accounting for this exception to the general comparative

disadvantage of the city. At the same time over 460,000 jobs were

created in these industries in the entire labor market. Both the city

and the labor market area as a whOle experienced important job gains in

contract construction, trades, services, government, and, to a lesser

extent, finance,..insurance and real estate. Only in the case of government
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TABLE 9

TOTAL GAIN OR LOSS IN EMPLOYMENT IN CITY OF PHILADELPHIA AND

PHILADELPHIA SMSA BY LOCATION OF ESTABLISH/ENT BETWEEN 1963 AND 1968

(In Hundreds of Jobs)

City of Philadelphia Philadelphia SMSA

% Total Gain (+) % Total Gain (+)

Industry Charae or Loss (-)
_C.L.a_n_gf. sls_.1.,2§1.1112

Coutract Construction 33.7 + 94 30.9 + 175

Manufacturing - 3.3 - 92 8.2 + 441

Furniture and Lumber 3.2 + 2 20.4 + 22

Metals 3.5 + 10 8.6 + 64

Machinery --12.1 .- 71 14.7 + 174

Transportation Equipment 195.7 + 45 14.1 + 37

Food - 8,1 - 24 - 0.6.. - 3

Textiles -10.5 - 20 - 5.9 - 17

Apparel - 0.7 - 3 1.4 + 8

Printing - 33
.

12.1 + 44

Chemicals - 3 . 6.9 + 27

All Other 0.9 . + 3 8.9. + 86

Trans. and Pub. Utilities - 8.0 - 56 2.2 + 23

Trade 8.6 +151 17.2 + 510

Finan., Insur., and R. E. 10.4 +.65 11.7 + 98

Services and Misc. 7.4 +109 24.2 + 552

Government 32.7 +324 27.9 + 544

Total Non-Farm
Wage and Salary

6.9 +595 13.8 +2344

Self Empl., Domes., Farm + 63 - 17'

Total 6.9. +658 13.4 +2327

SOURCES: Harms, s2. cit., and based on data from the Penna. Bureau of Employment

Security.
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and contract construction did the city move faster than the metropolitan

area in creating jobs.

The growth rate of the metropolitan regions as a whole can be used

.as a standard for comparison or perhaps as a goal or measure of potential

growth for the central city. If Philadelphia's overall job growth rate

was the same as the entire regions', some 128,500 new jobs would have

been created between 1963 and 1968. There were actually on1y65,000 jobs

created. This poor employment performance of the central city relative

to the metropolitan area can be analyzed to determine its causes. The

city's slow relative growth rate might be due to competitive disadvantages

as an industrial location compared with the suburban counties. Such a

competitive disadvantage may be due to higher crime rates, higher taxes,

traffic congestion or lack of room for the expansion of facilities. These

factors would cause city firms to grow more slowly than their suburban

counterparts and would also encourage new firms to locate outside the

central city. A second possibility is that the industry mix of the city

may contain a large purtion of slow growing or declining industries.

The relative importance of the competitive effect and the industry mix

effect can be determined by comparing the actual performance of the central

city with an employment growth "potential." This potential is the increase

in employment that would have occurred in the central city if it had

experienced the same growth rate as the entire labor market.

The total potential growth for Philadelphia between 1963 and 1968

for example is calculated by applying the Philadelphia labor market area

growth rate to the city's employment base in 1963. The difference

between the actual increase in jobs and this."potential" represents

"lost jobs." To 'determine what part of this difference was due to the
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industry miX of the central city, tha national growth rate for each

industry is compared to the overall growth rate of the metropolitan

area to obtain a differential growth rate which is then applied to the

1963 city employment in that industry. The result is a "gain or loss"

of jobs due to the industry mix of the central city compared to the mix

of the region as a wnole.

The competitive effect, on the other hand, is determined by comparing

the growth rate of the particular industry in the entire metropolitan

region with its growth rate in the city alone. This procedure yields a

differential growth rate which when applied against the 1963 employment

base of the industry, designates the gain or loss of jobs owing to the

relative sluggishness (or dynamicism) of the city segment of the industry

compared to that of the entire region. The sum of the mix and competitive

effect yields the total over-ali effect on employment growth for each

industry. The sum of these effects for each industry then equals the

total "loss" of jobs, that is, the additional number of jobs that would

have be.en created had the employment growth rate matched that of the labor

market area as a whole.
8

The result of this method of assessirig the sources of job "loss" is

shown in Table 10. The data show that it was the slower growth rate of

local industries which caused the outward shift. The data was available

'only for the nonfarm wage and salary sector. Over the period 1963-68

this sector showed a new loss of 56,100 jobs. This net loss was the

8
For more details c'7. the procedure as applied to metropolitan regions

compared to the national economy, see Edgar S. Dunn in Papers and
Proceedings of che Regional Science Association, Vol. 6, 1960 and Robert
C. Graham, in Survey of Current Business, U.S. Dept. of Commerce, April
1964. For the Philadelphia area work see Federal Reserve Bank of
Philadelphia, An Anal sis of Shifts in Em lovment amon Sixteen Lar e

Vbtropolitan Areas, 1959-1964, Phila: 1965.



55

TABLE 10

SOURCES OF "JOB GAIN OR LOSS" FOR THE CITY OF PHILADELPHIA RELATIVE TO

EMPLOYMENT GAINS FOR THE PHILADELPEIA METROPOLITAN AREA, 1963-68

Industry

(In Hundreds)

Effect of Geographic
Industry Mix Competition for Industry Total

Mining 0

Contract Construction 49 + 8 57

Manufacturing -145 -321 -466

Furniture and Lumber 4 - 11 *- 7

Metals - 14 - 14 - 28

Machinery 8 -157 -149

Transportation Equipment -- 42 42

Food - 42 - 22 - 64

Textiles - 37 9 - 46

Apparel .- 53 - 9 - 62

Printing - 4 67 - 71

Chemicals - 12 - 16 . - 28

.All Other + 5 - 58 - 53
Opm

Ttansportation and Public
Utilities - 79 - 71 -150

Trade 67 -151 -84

Finance, Insurance, and
Real Estate

- 11 - 8 - 19

-Services and Miscellaneous 159 -248 - 89

*Government 144 48 192

Total Non-Farm Wage and Salary +190. .-751 -561
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rc.sult of a., LoE:s of 75,100 jobs due to the competitive disadvantage

the city compared to the total metropolitan area and an offsetting increase

in 190,000 city jobs attributable to a favorable industry mix in the

city. The total job loss for the city was 62,700 which was made up of

56,100 lost in the wage and salary sector and the balance was lost in

self-employment, domestic, family worker and farm categories for which

no data was available.

In manufacturing, transportation, public utilities, and finance-

insurance-real estate both the competitive and mix effects were negative.

Within the manufacturing category, moreover, there were industries La

which the mix effect was negative and sizeable--especially in food,

textiles, and apparel. The changing nature of labor supply in the central

city may be related to this result.

Relevance of Findin s to All Lar e Cities

This review of the employment and industrial structure of the

Philadelphia labor market area provides not only the background for this

study, but also a basis for relating its v-sults to the unemployment

situations in other metropolitan areas. A primary contention of this study

is that fhe performance of new.businesses and their impact on sectoral

unemployment in a given labor market is closely related to the industrial

structure and pattern of growth, both in the aggregate and especially by

subsection of the metropolitan area. Thus, the degree to which the

Philadelphia results will apply to others areas will be directly related

to .the degree to which the .problem of sectoral unemployment and the

factors determining the employment impact of new firms observed in

Philadelphia are duplicated. As the above analysis has shown, the Philadelphia



araa _s uncc:-:going the pattern cf changes in demogra7hy and indust.ial

alid spatial structure which have been noted as characteristic of metro-

politan labor markets.

As a rough approximation, it is possible to restrict the group of

cities which the situation in Philadelphia fairly represents to a set

considerably smaller than that of all SMSA's. A recent study by Stanback

and Knight emphasized that manpower policy must recognize the differences

in industrial structure and dynamics among cities.
8

Using 1960 census

data, the authors found th p'-. these characteristics varied considerably

with a metropolitan area's size and the function it performs within the

national econo- ,. In their analysis, Philadelphia's industrial structure

was found to have a comparatively larg,.: concentration of employment in

manufacturing, ranking in the top third of the 368 metropolitan units

studied (SMSA's and counties with cities over 250,000 population). Of

the thirteen SMSAs with populations over 1.6 million in 1966, four others

were found to have similar concentrations in manufacturing. Of tfie re-

minder, six were i A the top quartile for four of six business or consumer

services sectors 9
, thus qualifying as "model" typd cities. The other

two large SMSAs were classified "mixed" type. Philadelphia was placed

in this last category, rather than manufacturing because it had some

model characteristics (high concentration in three of the six service

sectors). The rate of employment growth for the Philadelphia SMSA was

14.4.percent between 1950 and 1960, considerably above the median rate

10.6 percent for large manufacturing SNSA's as well as the 12.3 percent

8Thomas M. Stanback, Jr. and Richard V. Knight, The Metro olitan Econom
(New York: Columbia University Press, 1970) p. 251.

9
Stanback and Knight, p. 128.
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median rate of growth for large model cities. Philadelphia's rate of

growth was still well below the growth rates of most median size metro-

politan areas in all categories.1°

.Information on industrial structure and size, as presented by Stanback

and Knight is certainly important in tailoring training and recruitment

programs to a metropolitan area's manpower needs. In order to plan demand

oriented programs, however, this information must be complemented with

data on the spatial structure of the area's industry and growth.

Employment in the Philadelphia central city (Philadelphia county)

increased slightly during the 1960's. In the 1950's however, employment

in the cent.ral city declined by some 4.7 percent while the Philadelphia

SMSA experienced a moderate growth in employmeni:. It is the central core

of the metropolitan area which is of greatest concern in developing demand

oriented programs since most sectoral unemployment is located nearby

and it is the area in which jobs will probably need to be created. Roger

Noll, in a recent analysis of employment distribution in metropolitan

areas 11 , found that two characteriqtics siociated with eentrai

core decline were large size and an early date at which prominence was

attained. Noll's study found that during 1958-63 ten of the thirteen

most populous SMSA's lest employment in a group of industries consisting

of four :major sectors - manufacturing, wholesale, retail and services

(exclusive of government, public utilities, domestic services and pro-

fessions). Also, of the eleven cities with populations exceeding 300,000

in 1900, ten (including Philadelphia) showed declines in employment in

this same group of industries.

1 0Ibid, p. 152

11Roger Noll, "Metropolitan Employment and Population Distribution and
the conditions of the Urban Poor", in Financing the Metropolis: The Urban
Affairs Annual Review, Vol. 4 (Sage Publications, 1970) p. 506..
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Noll points out that the age at which the central core was developed

has important implications for its attractiveness as a location for business.

A large number of the commercial and industrial structure currently standing

in the central area of the SMSA will date from this period. Philadelphia's

central core contains many buildings erected before 1900. These structures

are inefficient for many modern uses, thus contributing to the employment

problems in this section of the city. These older structures, primarily

due to the more intensive use of land before the automobile and truck

also make assembly and clearance of the size usually required for modern

enterprises difficult, expensive, and sometimes impossible without government

action.

The high density of work places and residences found in the older

central cores is likely to indicate a higher reliance on public transit.

This appears to have been the case in Philadelphia which has a subway

system and several-trolleys which still operate. Consequently the transporta=

tion system in lany cities will Imfluence the success of programs aimed

at reducing high unemployment among central city residents.

The degree of racial segregation and the proportion of nonwhite

population in the city also affect the central cities' employment problem.

The effect of residential segregation of employment opportunities in

Detroit and Chicago indicates that a greater degree of segregation reduces

the employment opportunities available to the non-white.* Cities with a

high proportion of blacks are therefore likely to have somewhat similar

employment problems among its residents in the core of the city.

The findings and policy recommendations of this study apply to those

SMSA's which most-resemble Philadelphia in its industrial and demographic

*John F. Kain, "HoUsing Segregation, Negro Employment and Metropolitan
Decentralization" Quarterly Journal of Economics, May 1968, p. 189.
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characteristics. It is suggested that Philadelphia best represents those

large SMSA's whose central cities were developed near the turn of the

century and which have relatively large, residentially segregated non-

white population. Among these, SMSA's which have a large concentration of

employment in manufacturing would be, most similar.

Such "new" cities as Houston or Los Angeles which were developed

in the era of the automobile present different problems in the urban labor

demand and supply since their central city building stocks are of more

recent vintage and would present fewer obstacles to new firms. The

existence of high sectoral unemployment in these cities suggests that

perhaps the effects of racial discrimination and residential segregation

by race and econamic status along with the geographic extensiveness of

the urban labor market are quite important causes of their high sectoral

unemplcorment.

Despite the differences between Philadelphia and some of the newer

cities the study of urban employment and the role of new business provides

valuable insights to the unemployment problem in all cities. This is

because most cities, no matter their age or industrial composition face

many similar problems. A high level of crime and physical deterioration

is characteristic of all of the ghettoes in the nation. The geographic

segmentation of the urban labor market with a severe mismatch between

labor supply and demand in same segments of the labor market is also common

in most cities. It is for this reason that although many features of the

findings concern the Philadelphia labor market are also applicable to

all large urban labor markets.
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CHAPTER II

EMPLOYMENT IMPACT OF FIRM ENTRANTS, EXITS AND RELOCATEES

In any metropolitan area the population of business enterprises is

constantly changing. New businesses enter and some existing ones leave

the geographic area. The entry and exit behavior of firms is likely

to vary from industry to industry with the number of entrants and exits

varying with the degree of competitiveness in the industry. The rate

of entry is also affected by the average capital requirements of firms

in the industry and the number of entrants is likely to be inversely

related to the amount of capital required. The capital structure of

firms in the industry is also likely to affect the rate of exits. If

an industry has a high rate of fixed to variable capital the rate of exit

of firms in this industry is likely to be relatively low.

The dynamic flow of entrants and exits includes firms which have

changed their legal ownership status either by incorporation or by

sale and purchase of businesses. This flow is presented diagramtically

in ,Chart 2 and the relationship of fhis continuing process to job

opportunities is depicted. The graphical presentation shows that there

are essentially two entry and exit flows. New businesses which consist

of new economic entities clearly constitute an employment increase

in the city-wide employment. Similarly, firms which exit by moving to

a location outside the city or simply stop operations without selling

the business as a going concern reduce total city employment.

The second entry-exit flow is not likely to have any impact on

employment since the unit of economic activity remains unchanged while
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-62-

the legal description of the firm changes. For example, a new business

which becomes an entrant by the change in an established firm's legal

status either through incorporation, change in partnership or simply a

change in name of firm will not change the size of its labor force. The

business which exits by selling to new ownership is also not expected

to change city-wide employment. It is of course possible that in the

long run the purchaser of the existing business, and perhaps also the

changed partnership or business name etc., will lead to increased

output and consequently more employment. It is equally possible that

the new legal entity will eventually change the method of production by

usins more capital intensive techniques which may reduce the amount of

labor required. In any event these are long-run changes and it can be

assumed that in the short run the employment impact of a change in the

businesses legal status will be negligible.

The decision to enter or exit from the city involves a choice of

geographic location as well as a choice of type of industry. Chart 2

categorizesthe geographic possibilities into the three broad groups of ,

Central Business District, Nonghetto or high-income and Ghetto or low

income which are appropriate for testing hypotheses concerning the geo-

graphic employment impact of entrants and exits.

An additional feature of the dynamic movement of firms in a metro-

politan area is the constant relocation of firms among geographic areas

within the city. The net effect of these relocatees may result in a

differential employment impact in each of the three broad geographic

groups although there will be no change in total city-wide employment.
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.
CHART 2

URBAN JOB OPPORTUNITIES AND THE FLOW OF FIRM
ENTRANTS AND EXITS
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This sectoral impact should therefore be studied in any assessment of

the change in employment in geographic areas of the city. Finally, it

-is again emphasized that although the expansion and contraction of

established firms is largely beyond the scope of the present study,

this substantial change in total employment also has industrial and

geographic dimensions which will affect job opportunities in ghetto and

nonghetto areas both absolutely and relatively. In terms of total job

opportunities it is indeed likely Lhat the net impact of the expansion

and contraction in the employment level of established firms is greater

than the net change produced by firms entrants and exits.

Employment Impact Hypotheses

The major hypothesis which is tested in this chapter is that decisions

made by firms in regard to location results in an increase in employment

in the nonghetto areas of the city and a decrease in ghetto employment.

Several factors are likely to contribute to the acceptance of this hypo-

thesis. It is expected that more firm entrants, absolutely and propor-
*

tionally, locate in the nonghetto areas and conversely more exits leave

from the ghetto areas. A difference in the average size of firms will

also affect the employment impact. It is possible that the number of

exits in any geographic area is greater than the number-of entrants.

If, however, the average number of employees in the entrant firms exceeds

average number in the exit firms the net employment impactcan be

positive. The average size may of course vary by geographic area and

because of several factors, such as financial resources of entrepreneur,
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potential for expansion etc., the nonghetto entrant firm is likely to

.be larger than the ghetto entrant.

The industrial structure is expected to vary by geographic area

and it is hypothesized that proportionately more manufacturing entrants

will be located in nonghetto areas compared to ghetto areas. A high pro-

portion of ghetto entrant firms are likely to be in the non-manufacturing

sector with wholesale and retail trade likely to predominate. The data

.also permit this hypothesis to be explored.

Employment information on the firms which entered, exited and

relocated was collected for 1967. According to the city agency which

issues building permits to industry this was not a year in which there

was an unusual increase or decline in this type of building. It was

also close to the end of a period of general economic expansion but

there was still no sign of weakness in economic activity which might

affect the rate of entry and exit. The data on each type of firm are

presented in a comparative framework so that the net difference between

entry and exit is highlighted: For the purpose of estimating the employ-

ment potential of the dynamic behavior of firms it is important to dis-

tinguish between enterprises which hire a work force (one or more employees)

and those which have no employees and are essentially family operations.

An additional distinction is made for firms which have relocated within

the city and their emriloyment impact is discussed separately.
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Firms Employing A Work Force

New firms entering and leaving the city during 1967 are shown in

Table 11. The results show that there were some twenty-five hundred

legal entrants and about two thousand legal exits which constitute a net

city-wide increase of a little over 400 firms. The entry and exit of

firms in any year is not widely distributed among industries; most entry

and exit behavior is concentrated in the wholesale and retail trade

and service sectors with about 707 of all entrants and exits in these

industial categories. Manufacturing firms and contract constructior.

each account for about 107 of the firms while finance, real estate and

insurance firms constitute some 6% with transportation, trucking and

natural resource firms of negligible importam:e.

As discussed earlier the rate of entry and exit depends on several

factors such as capital requirements, capital structure, degree of

competition and future profit expectations. The industrial distribution

of entrants and exits in Philadelphia suggests that since both the

wholesale and retail trade and service sectors are relatively competi-

tive and do not require substantial amouhts of capital the importance

of fhese factors in influencing the rate of entry and exit is 'supported.

The geographic distribution of wholesale and retail trade firms shows

that the Northeast, Northwest and West Philadelphia areas recetved the

largest number of this type of new firms. However, when each area's

proportion of wholesale and retail trade entrants are compared to its

share of all entrants there is no significant difference between the

ghetto and nonghetto areas. The hypothesis that ghetto areas are more

82
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likely to receive this type of entrant is therefore not supported.

The geographic distribution of firms'shows that the Central Business

. Diitrict and the nonghetto areas usually experience greater entry and

exit activity than the ghetto areas. The geographic areas are o,

different sizes and consequently it is misleading to compare the area&

by absolute number of firms entering and leaving. If, however, tYe

number of firms entering are compared to the 1968 total employment in

each area the non-ghetto areas receive a relatively higher proportion

-of entrants than the ghetto areas and the relative importance of the

Central Business District declines significantly. This result supports

the contention that for firms hiring a work force the ghetto areas appear

somewhat less attractive to entrants than do the nonghetto sectors in

the city. The geographic comparison also shows that there is a net
_t

inflow of firms for each area except West Philadelphia. In a period

of high general economic activity this exception suggests possible lo-

cational disadvantages for this particular ghetto district..

Size of Firms Entering and Leaving

Table 12 presents the average number of employees for both entrants

and exits by industry and geographic location. A comparison of the size

of entrants and exits is important since the net gain in number of entrants

over exits which is characteristic of most geographic areas and indus-

tries may be offset if the average size of the exits exceeds the average

of entrants in any particular area.

The average size of all entrants and exits is almost identical,each

with about eleven employees. When the firms are classified by industry

and geographic location there are significant differences in the size
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of the two groups of firms. For example, the average size of exits was

substantially larger than entrants in manufacturing and contract construc-

. tion while in transportation, trucking, natural resources and to a

lesser extent services eht. entrants were larger. There were similar

differences when firms were compared by geographic area.. Exits were

larger than entrants in North and Northeast Philadelphia and in the

Central Business District while the reverse was true in the remaining lo-

cations.

It appears that for many industries entrants are smaller and exits

larger in ghetto areas compared to nonghetto,locations. This is especially

the case for manufacturing industry. In this industrial group the

ghetto entrants are smaller than the entrants in most nonghetto loca-

tions. In addition, it appears that the average size of ghetto exits

exceeds the size of nonghetto entrants by a fairly wide margin. This

is particularly true for North Philadelphia which is the largest ghetto

employment area. This suggests that the net employment impact of

manufacturing entry and exit behavior will be negative within the ghetto -

sector of the city and positive in the lionghetto areas. This finding

is particularly important since.the average number of employees in

manufacturing entrants is about 25 while the average for wholesale and

retail trade firms is some 9 employees. The manufacturing exits also

tend to employ substantially more workers than do the exits from ether

industries.

There is probably an upward lias in the average number of employees

in all industrial and geographic categories in Table 12. This is because

the firms which have changed their legal status either by change of name
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or sale of business etc., are included in both the entrant and exit

estimates of employment. It is possible that the firms which enter and

exit by this legal status change employ more wcrkers than entirely new

economic enterprises and as a result will raise the average size of all

entrants and exits. From the interviews.conducted with the entrant firms

the available evidence suggests that the size of this overestimate in

average number of employees is quite small and in any event it does

not affect the major findings since any overestimate appeared to be

randomly distributed.

Ett..3222.-2-YEatat_l_i_nng....t....1.1finc t

The data source did not distinguish between the two entry and exit

flows previously discussed in connection with Figure I. New economic

entities and firms which move to another location outside the city have

an employment impact while firms changing their legal status without

affecting the production of goods and services have no impact since the

firm's employment appears as an exit under fhe old firm's name and again

as an entrant under the firm'S new name. The employment increase of

the legal change of name entrants included in the entrant statistics

is therefore exactly offset by the employment decrease of the same firm

included in the exit statistics since the change is only in ownership

status. Consequently, the net employment change is a reliable estimate

of the impact of the gain and loss of entirely new economic entrants

and exits from the city even though the total entrant and exit employment

obtained from the city wage tax iecords is an over-estimate of the number

of employees affected by entry and exit beilavior.

87
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The net employment tmpact for firms employing a labor force is shown

in Table 13. The total job creation resulting from the entry of new

economic unit and the loss of others during 1967 is estimated to be about

4,000 jobs. This represents less than 0.57 of the city's 1968 total employ-

ment. This positive employment generating force, though small, is en-

couraging and if it represents a typical annual change is quite signifi-

cant at a time when the decline in importance of the city as the major

geographic location of job opportunities is currently being predicted.

It is of course necessary to emphasize two qualifications. The relative

importance of entry-exit activity in reducing urban unemployment also

depends on the net changes in the labor supply available to the city which

in turn is influenced by migration, internal population changes and labor

force participation rates. It is quite possible that the increase in job

opportunities created by firms entering and leaving is not enough to

offset the increase in labor supply. In addition, net changes in the

level of employment in established firms, including the opening and closing

of branches of multi-establishment firms,-are of considerable signifi-

cance to the trend in job opportunities within the city.

The results show that the job creation effect varies by type of in-

dustry with more than half of the net gain in jobs occurring in the service

sector. In fact the service and wholesale and retail trade sectors account

for over 80% of the net increase in employment. Modest job increases are

traced to the remaining industries wi h manufacturing being the only

industry which experienced a decline little less than 1,000 jobs) as

a result of the entry-exit activity.
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The geographic distribution of employment gains indicates that tIlp

nonghetto locations gained considerably more jobs than the ghetto areas.

This was the case for absolute number of jobs as well as the relative

increase in employment as a proportion of the total employment in each

geographic section of the city. A second feature of the geographic dis-

tribution of the net employment impact was the relatively poor performance

of the Central Business District compared to the other nonghetto areas

despite the fact that the Central Business District accounted for about

17% of the total city-wide increase in jobs. The results showed the

relative weakness of the Central Business District was particularly pro-

nounced in wholesale and retail trade. This finding suggests that

although the center of the city is still extremely important focal point

for this industry there appears to be a decentralization trend to other

parts of the, city. The nonghetto areas also displayed some weakness in

their ability to attract and retain wholesale and retail trade firms and

consequently to generate new job opportunities in this industrial sector

This supports the view that the trend in urban population distribution

has attracted consumer-oriented industries such as retail.trade to the

suburban ring in preference to the Central Business District and nonghetto

areas of the city as well as the ghettoes within the central core.

North Philadelphia was the only area which experienced an actual

decline in employment attributable to entry-exit activity in 1967. This

location showed declines in several induatrial categories but the largest

decline was in manufacturing which experienced a net loss of some 1,300

jobs. This is an important finding since North Philadelphia is an impor-
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tant manufacturing area of the city. The apparent inability of the

inner city to maintain a self-generating manufacturing economy has

important manpower implications for inner city residents. The Central

Business District also experienced a similar weakness. The lack of job

creation in manufacturing is perhaps the single most important finding

in the net employment effect of firms entering and exiting. The nature

of the job loss by type of manufacturing firm is explored in a later sec-

tion.

Family Business

Many firms which eEtered and left the city during 1967 did not employ

any workers during the first year of operations. Some of these firms may

of course hire employees at some future time but for most it is likely that

the family will supply the labor required and for this reason they are

classified as family businesses or owner-operated firms. The number of

new owner-operated firms is surprisingly large; there were well over 5,000

such firms which is about twice as many as the entrant firms which employed

a labor force. During the same period about two thousand owner-operated

firms left the city giving a net gain of about three thousand firms. As

shown in Table 14 almost 807 of the entrants and exits are either in the

wholesale and retail trade or service sectors with a very low proportion

in natural resources, transportation, and manufacturing. Contract con-

struction is a relatively important industry for new firms with over 600

firms, representing more than a tenth of all entrants, being registered

in 1967. Finance, insurance and real estate was also a relatively popular
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field for new entrepreneurs.

The family business entrants are widely dispersed among the geo-

. graphic areas of the city with the ghetto and nonghetto areas each re-

ceiving almost the same proportion of both entrants and exits. A com-

parison of the geographic distribution of family business and firms with

a work force reveals an important difference. The Central Business

DistriCt which was relatively important for both entrants and exits em-

ploying a work force is proportionately much less important in the geo-

graphic distribution of family businesses which entered and exited during

1967. In contrast, about 35% of all new family businesses located in the

two large low income areas of North and West Philadelphia. In contrast,

only about 22% of the entrants with a work force chose these geographic

areas in which to start their business operations.

There are also important industrial differences between firms with a

work force and family businesses. Family businesses are proportionately,

and in terms of absolute number of firms, more important in wholesale and

retail than are firms which enter the labor market. Almost one half of

the family business erltrants and exits are in this industry compared to

about 40% for firms with a work force. In contrast, manufacturing

firms are relatively unimportant for family businesses.

The employment impact of family buM.nesses is difficult to assess

because of the problem of counting the contribution of members of the

family working for the firm. It is quite conceivable, for example, that

in some industries, especially retail trade, the employment impact of an

entrant or exit is two or more jobs since the spouse or close relatives of
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the entrepreneur works for the firm without being considered an employee.

Consequently, if each firm is allocated one job slot this would probably

understate the employment impact.

This underestimate is likely to.be offset since many family businesses

may represent a second job for individuals regularly employed in a firm

with a labor force. In the process of developing a sample of entrants

and exits to be interviewed there was substantial evidence to suggest that

this moonlighting activity was most pronounced in construction and some

types of service firms. In construction it appeared that for many entre-

preneurs it was not unusual for the skilled tradesman to work "for him-

self" at various times of the year and when business was slow he would

work for another firm in the industry. It was also found among some new

firms in the busines's service industries that the entrepreneur was a

professional employee of a larger organization and for tax purposes his

outside income from consulting and other work done in addition to his

.regular job was channeled through a business organization.

'On the assumption that each family firm entrant and exit affects one

employment position the net impact is over 3,500 jobs. The magnitude of

the employment generated by this activity is surprisingly large. The

importance of this in the labor market is of course of much less signifi-

cance since in several industries it is unlikely that many new firms will

engage in continuous activity throughout the entire year. In this sense

that net employment iMpact is an overestimate. It is also possible

that there is an upward bias in the excess of entrants over exits since

there is less.pressure on the family business to report that they have exited
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from business than is the case for exits with employees. The reason

for this is that family businesses result in negligible revenue from the

wage tax and consequently their exit is of little consequence to the

Revenue Department of the City. It is, however, clear from the findings

that a substantial proportion of the entry activity occurs in wholesale

and retail trade and a disproportionately large number of entrants locate

in the ghetto areas of the city. From a policy point of view this shows

an ease of entry for new entrepreneurs but it is of questionable long-

run advantage to ghetto areas since the industrial nature of most of Cue

new jobs generated makes it unlikely that there will be any future in-

crease in the employment associated with these firms. In T7r1ct, a high

rate of failure is usually associated with new family busines.,ses and zhE

net employment effect of these particular entrants will prolably decline

in the next few years.

-Firms Which Have Relocated Within the City

During 1967 many firms changed their location within the city. The

employment significance of these moves depends on the distance involved

in the relocation of the firm. If the firm's operations are moved several

blocks from their original location the labor market implications are

negligible. On the other hand, a change in the site of operations from a

ghetto district to a nonghetto'il.ea perhaps five miles apart may have

considerable impact on the employees.of the firm. For this reason in a

study concerned primarily with manpower implications it does not seem

appropriate to be concerned.with short distance relocations. For this

reason the total employment involved in moves within a sublabor market,

though of considerable interest to problems of land values, availability of
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building structures etc., was not included in assessing the impact of re-

locatees.

The length of time the relocatee has been in business may also affect

the labor market impact of firms moving. The interviews conducted with a

small sample of relocatees suggest that in some instances the original'

address of the firm was only a temporary lOcation and that it was always

intended that the permanent location would be selected shortly after the

firm started operations. The labor market impact of this type of relo-

cation is not likely to be significant, however, since the vast majority

of moves ozcur within the same sublabor market.

The magnitude of the geographic flow in job opportunities among

.subIabor markets was obtained from a special change of address file pre-

pared by the City of Philadelphia. The results categorized by industry

are shown in Table 15. During 1967 some 5,000 firms relocated within the

city; most of these firms did not employ a labor force and their labor

market impact is therefore limited. It is in fact likely that some of

these firms are operated out of the enterpreneur's home and a change in

residence also involves a change in the firm's location.

There were about 2,000 relocatees with a work force and the geographic

movement of these firms affected many employees. The total city-wide

number of jobs affected by firms relocating was 73,000 which is about 87

of city-wide employment. Relocation activity is concentrated primarily

in manufacturingstransportation, services and wholsale and retail trade.

The location of some 65,000 jobs was affected by the relocation activity_
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in these industries.

The important employment implications of firms changing their loca-

tion are reflected in the geographic areas of the city. The results suggest

that Center City is the area which in terms of number of employees

employed by firms moving into and out of the area is the most important

sublabor market. Despite the fact that over 80,000 workers ere employed

by firms ,either moving in or out of Center City the net employment impact

was only an increase of some 200 employees in the area. In terms cf em-

ployment opportunities the net change rather than the absolute number of

jobs involved in the relocation is probably a more significant statistic.

The ghetto areas all showed small net gains in employment due to

relocation of firms within the city. Some non-ghetto areas also showed

modest increases in employment while others, the Northwest and NortheasX

sections of the city lost some employment because of the relocation of

firms. Firms which relocate within the city do not of course affect

city-wide employment but may have a slight impact on the geographic

distribution of jobs within the city.

Since the study is cross sectional it is mat possible to imply

definitive manpower conclusions from the findings. If it is assumed that

the 1967 pattern of relocation of firms within the city did not display

any unusual characteristics it appears that the employment impact of relo-

catees will affect the total employment by sublabor market either by supple-

menting or offsetting the net employment impact of entrants and exits.

For a particular sublabor market a relocatee which moves to the area from

another city sublabor market has the same positive employment impact as
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does an entrant firm. Similarly, the 'relocatee which move's out of the

sublabor market is like a firn exit. The impact of the relocatees in

. 1967 therefcre offset the nelt enr:rant-exit employment gain which occurred

in the Northwest and Northeast sublabor markets. In most other areas the

relocatees icreased the employment generated by the excess of entrant

jobs over exit jobs.

It is not possible to discern any definite industrial pattern to the

employment changes in the geographic sublabor markets. For example; in manu-

facturing where relocatees caused the greatest shift in employment the

nonghetto areas of South, Northwest and Northeast Philadelphia lost some

employment while Center City. Frankford-Richmond and West Philadelphia

gained. In wholesale and retail trade, Frankford-Richmond, Northwest and

Northeast Philadelphia lost jobs with net increases being registered by

Spring Garden and North Philadelphia. The only generalization which seems

to emerge is the rather obvious conclusion that for the sublabor markets

which lost jobs their net loss by firms relocating was primarily due to

a net outflow of jobs in manufacturing and wholesale and retail trade.

Entry-Exit Behavior Among Manufacturing Firms

The failure of the inner city to show a net increase in manufacturing

jobs due to the entry-exit behavior of firms is consistent with industrial

employment trends occurring in metropolitan areas. Since manufacturing

usually accounts for more jobs in metropolitan areas than any other

industrial sector it is important to recognize diffrences within manufac-
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turing. It may be tha: manufactuting industries are in fact expand-

ing within the central c.-u. f the city despite the general decline in

. city-wide manufacturing =_oyment:

The analysis of manuturing firms entering and leaving a geographic

area is only a proxy far -te changes which may be occurring in the level

of employment among firmz y.t.ich do not change their locational status.

It is recommended that tiar_ ..atal population of firms in manufacturing -

and, other industries be a- ed on a longitudinal basis over a periOd of

several years to analyze ,Imloyment trends in detail. In the meantime

the following analysis oE-th-e firms which enter and exit gives some insight

into the changes taking place in manufacturing within the city.

The findingsshowed 44f manufacturing firms entering the city and

307 manufacturing firms leaving, resulting in a net gain of 138 firms.
1

This represents about a 37 increase based on the total number of manufac-

turing firms in the city at the end of 1968. Standard industrial classi-

fications with the highest -net gains in number of firms were printing

and publishing with a net gain of 45 firms, fabricated metal with 25,

machinery with 21 and e3=P-trical machinery with-11 more firms. Both food

and leather had net los-s,-s of 8 firms each and in rubber and plastic the

number of exits exactly equalled the number of entrants, as was the case

for the chemical industry.

The sum of the number of firms entering the city and the number of

firms leaving the city in this period is 752, which, on the basis of the

1968 total in manufacturing indicates that about 167 of this total were.

1
This includes the entry of some 75 family businesses and the exits

of a similar number of fao7mIlf manufacturing enterprises.
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involved in movement in or out of the-city. Even though many of these

entrants and exits were firms changing their legal status or involved

in the purchase of an ongoing operation it still represents a good deal

of flexibility and adjustment to changing economic conditions occurring

within the manufacturing sector in Philadelphia.

The effect on employment of the entry and exit of firms into and

out of the city provides greater insights into the nature of those

movements and an idea of future'employment prospects in manufacturing.

The net employment effect due to these factors was a loss of 941 jobs in

manufacturing industries even though more manufacturing firms entered the

city than left it.

The industrial and geographic distribution of the net employment

impact is shown in Table 16. The industries showing the greatest net

loss in number of jobs are the machinery and chemical industries. More

moderate losses were experienced by the leather, textile and apparel

industries. These losses were not widely distributed among the sublabor

markets of the city. The net loss in the machinery industry was almost

completely attributable to the ghetto area of North Philadelphia and in

fact the Northeast and Northwest sectors of the city showed small net gains

in number of jobs in this industry. Similarly, the decline due to

entrant-exit behavior in the chemical industry occurred primarily in

Center City with no part of the city making any noticeable gain in

employment. The loss of apparel jobs was mainly in Center City while

both North Philadelphia and Frankford-Richmond made significant gains in

this type of employment. The performance in the textile industry indicates
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that although North Philadelphia lost employment the nonghetto area of

South Philadelphia gained a substantial number of jobs.

Although there was an overall decline in manufacturing employment it

is important to notice that many industries within this sector actually

experienced net gains in the number of jobs. The gains were moderately

strong in electrical machinery, food products, primary metals and

fabricated metals. In addition, ghetto and nonghetto areas appear to

have benefited equally from these increases. ;

The following conclusions can be drawn from the industrial and

geographic distribution of net employment effect of entrants and exits.

It is misleading to assume that all types of manufacturing are declining

within the city. Even in the inner city occasional examples of expanding

manufacturing employment exist. In Philade.lphia the nonghetto areas,

except the Central Business District, all showed small increases in

employment with the sections outside but close to the central core of the-

city showing a greater increase than the areas close to the perimeter of

the city.

In manufacturing there appears to be a trend towards a larger total

number of firms within the city.but with a smaller average size of firm

and consequently lower total employment. The average size of exiting

firms was about 25 employees while for manufacturing firms which entered

the average size was 15 employees. In addition, the percentage of exiting

firms which reported no employees was 21, while about 40% of the firms which

entered reported no employees. These trends lend some support to the

hypothesis that manufacturing in large cities such as Philadelphia is

shifting its orientation toward more specialized products to take



Table 16

NET EMPLOYMENT EFFECT OF MANUFACTURING LEGAL ENTRANTS
AND EXITS EMPLOYING A WORK FORCE

Food .

West
Phila.

Spring
Garden

North
Phila.

Center
City

South
Phila.

Frankford 'Northwest
Richmond Phila.

Northeast
Pltila.

Totz-.1

+39 +51 +631 -14 -42 -203 -36 +66 +492

Tobacco 0 0 0 P 0 0 0 0 o

Textile Mills 0 -10 -326 -26 +227 -4 -40 +18

_

-161

Apparel, Fabrics. -1 -8 +121 -466 -71 +309 -31 -22 -169

Lumber& Wood 0 0 0 0 +7 -18 +10 0 -

Furniture &
fixture 0 412 +12 -9 -1 0 -11 -34 -31

Paper &paper
products -2 -2 -355 +191 -15 +23 +51 +182 +73

Printing & pub-
lishinz +19 -24 +18 -43 45

.

+3 +5 -20 -37

Chemicals 0 0 -51. -908 -18 0 +50 -2 -929

Petroleum Refining -1.1 +2 +12 +16 +7 416: +13 +2 -65

Rubber, Plastics -1 -2 -18 -72 +13 -1 -8S

Leather -3 -5 -138 -100 -30 -14 -16 .43 -314

Stone, Clay, .

Glass, Concrete -2 0 -36 -4 0 0 -27 -22 -91

Primary Metals +3 +7 +50 +68 +29 +34 +16 J2 +209

Fabricated Metals -17 412 -29 0 +31 4238 +36 +33 +304

Machinery +6 -9 -1026 -90 -5 +3 +15 +63 -1043

Electrical
Machinery -1

.

.-1 +191 -10 -5 -2 +19 +66 +257

Transportation 0 0 422 426 -3 425 ,-16 +52

Professional,
Scientific 'In-
struments +1

.

+1 +4 +27 +2 '+3

.

+2 +1 +41

Miscellaneous -43 +18 +121 +466 -138 +20 -7 0 +437

......

. .

Total .

. .

21 . +55 -1298 -457 +79 4619 +51 +31 -941

_

103

....-..
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maximum advantage of their location at the center of a region and in

close proximity to firms performing special functions for the region

with unique product needs. Conversely, the orientation is moving away

from supplying products of large demand which require production on a

large scale. Industrial classifications in which this effect was

particularly large were chemicals, in which the average size of exiting

firms were 47.8 employees while that of entrants was only 5.5 employees,

and machinery where exiting firms averaged 58.8 employees and entering

firms averaged 3.2 employees.

Such trends if tney continue are important for the development of

manpower programs in the future. An industry characterized by large

firms with organized employment prdcedures affects labor market practices

differently from one in which the average firm is small and hiring is

more likely to be on a personal, informal-basis.

Conclusions

The extent and nature of movement of firms into and out of the major

geographic sections of the city clearly shows that encouraging new businesses

to locate in the ghetto is not the most'appropriate policy to increase

employment opportunities within.the ghetto. The results showed that in one

. year there was a net increase (a positive gain of entrants over exits) of

some 400 firms. Almost 70% of this net gain in firms was from firms loca-

ting in nonghetto sections of the city; the remainder were divided fairly

equally among the ghetto sections and the Central Business District.
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Given the number of existing firms in the ghettoes and the Central Business

District both geographic sectors of the city did poorly in attracting

new businesses. The high density of firms and the small geographic area

in the Central Business District explain its relatively poor performance.

On the other hand no such explanation can be applied to tImgeographically

larger ghetto areas.

The entry-exit behavior of businesses resulted in an increase of

some 4,000 new jobs in the city. As a group, the ghettoes made no gain

in job opportunities and in fact lost some 450 jobs while the increase

in jobs'in the nonghetto areas was about 3,800 jobs and some 750 jobs in

the Central Business District. The employment impact did vary among ghetto

sections of the city. The poor performance in the ghettoes was entirely

attributable to one ghetto which showed a net loss of some 1,000 jobs.

The poOr performance of the ghettoes was partially attributed to the much

smaller size of entrant firms and the larger size of the exit firms when

'compared to firm size in the nonghetto sections of the city.

The industrial distribution of the change in the population of firms

was heavily concentrated in the service and wholesale and retail sectors.

The comparative weakness of the ghetto areas was also evident in the entry-

exit behavior of nonmanufacturing firms. The net increase in manufacturing

firms was amall although the average size of an entrant firm in this in-
_

dustry was much greater than the size of firms entering other industries.

The small size of entrant firms, especially in the ghetto paradoxically_

was not without some advantages. This finding seemed to support the
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hypothesis that the city and the ghetto areas in particular serve as

"hot houses" for new firms and products. This argument contends that

such firms are attracted by the availability in these areas of inexpen-

sive plant space in small.quantities. The central core of the city can

normally provide older structures which have been vacated by expanding

firms, and a wide variety of business services which the small firm can-

not easily or economically provide for itself. This area also affords the

small business with an efficient market for products where a large

number of buyers can be reached on a face to face basis at minimal cost

in travel and time. Consequently, although there were some notable job

losses in the manufacturing industries of machinery, chemicals, leather,

textiles and apparel there were also some joi, gains from small firms in

specialized manufacturing industry.

A substantial number of fime, changed their location within the city

during the year of the study. r.:7:1...s change in the geographic distributiori

of job opportunities did not appear to improve the poor performance of

ghetto areas in attracting or retaining jobs. Similarly, although the

ghettoes received a very high proportion of the net gain in new family

businesses.(about 40 percent of net increase ifi the city) their role in

improving the employment status of ghetto residents is not encouraging.

This is because a particularly large proportion of the owner-operated

firms which locate in the ghetto areas are in wholesale and retail trade

and the prognosis for their future expansion is not hopeful. The evidence
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presented in this chapter all tends to point to the view that new businesses

while in some instances increasing ghetto employment are likely to

have their greatest impact outside the ghetto areas of the city. In this

respect a policy which subsidizes new businesses ir urban areas is not

likely to result in a productive payoff by increasing employment of ghetto

residents. Such a policy must be highly selective by type of industry

and should probably be justified on grounds other than reducing high

sectoral unemployment.



CHAPTER III

OCCUPATIONAL STRUCTURE AND EMPLOYMENT CHARACTERISTICS OF NEW BUSINESSES

The information input necessary for urban manpower policy decisions

will be much more complete if, in addition to the number of jobs created

by new business, something is known about the nature of these jobs. The

characteristics of the new firm's industrial classification has a major

influence on the nature of the job. It is also likely that features

of new jobs will vary depending on whether the firm locates in the

suburbs, the cit:- or a ghetto area within the city, since the industrial

distribution of new firms will vary by geographic area. This chapter deals

with the occupation..I and wage structure of several groups of new firms

and also discusses the growti in occupational employment during the early

. years of a new firm's development. The racial characteristics of employees

who work for new enterprises are studied as well as the criteria and

method of recruitment used by new enterpreneurs.

pccupanonfliimatheses

There is no well developed body of theory which discusses the re-

lationship between the location of the firm and the occupational structure

and other job features of the new firm. Labor market theory, however,

does provide a framework which permits a series of hypotheses to be

suggested:

(1) It is expected that ghetto entrant firms for a given size will

have a lower proportion of its employees in the managerial-professional

and clerical occupational categories than the nonghetto entrant firms.

The sizes of these two occupational categories are not likely to be

-92-
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greatly affected by the nature of the firm's product, except in in-

dustries such as banking and insurance which are primarily white collar

in nature. The major factor affecting the size of the managerial and

clerical structure of new firms is likely to be the ability of the firm

to attract employees with the necessary skills and the size of the firm.

Since ghetto employment is apparently less desirable than nonghetto

employment and ghetto firms are smaller in size the occupational structure

of ghetto firms is likely to have a relatively low proportion of their

employees in these broad occipational categories. For similar reasons

there is likely to be a tendency for suburban firms to have a sliizhtly

larger managerial-professional and clerical structure than found among

firms locating in the city.

(2) Salaries and wages in most occupational categories are likely

to be higher in ghetto firms compared to nonghetto city firms and be

higher for all city firms compared to suburban firms. This tendency is

expected to be particularly strong for higher level manpower occupations

and white collar jobs in which a high proportion of the job holders are

women. Research studies have shoian that women with clerical skills are

willing to travel a considerable distance and accept a lower wage rate

La order to secure employment in a nonghetto area.1 Consequently, ghetto

firms will have to offer additional renumeration to hire clerical labor.

The residential pattern among managerial-professional employees is likely

to involve a substantial commuting distance from ghetto area. Therefore,

although these employees have a larger "normal preference area" for

1
See A. Rees, "Spatial Wage Differentials in a Large City" in

Somers (ed) Industrial Relations Research Association Proceedings,
December 1969.
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employment than other occupational groups it is necessary for entrant firms

in the ghetto, which are likely to be located at the boundary of the

managerial employees' preference area, to pay a difterential in salary

over the salary paid by new firms which locate closer to the center of

the employees' preference area.

The location of the supply of labor in a particular occupation in

relation to its demand will also affect the relative wages paid to

employees If, for example, an adequate supply of labor which can per7

form the skills required in any occupation is available within the ghetto,

then ghetto entrant firms may deviate from the overall tendency for higher

wages and salaries in the ghetto. Even in these circumstances, it is

possible for ghetto entrepreneurs to prefer nonghetto labor and be pre-

pared to pay a premium for this labor.2

(3) The ranking of occupations by wages paid (wage structure) for

all groups of entrant firms is likely to be quite similar. Despite

expected absolute wage differences among groups of firms for particular

occupations, it is likely that differences in the ranking of occupations

will not be great. Because of the availability of labor supply it is

possible that in the ghetto relatively low skilled occupations will have

a lower ranking than in the structure of wages among nonghetto entrant

firms.

(4) During the early development stage of new businesses (first

three years), it is expected that for most occupations employment oppor-

tunities will increase more rapidly in nonghetto firms compared to ghetto

2See Gary S. Becker, The Economics of Discrimination, The University
of Chicago Press, Chicago 1957
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firms. A similar relationship between suburban and city firms is also

expected though the employment growth differential in favor of suburban

firms is.expected to be relatively small.

Most new enterprises are small scale operations and during the first

few years the degree of success in the new venture is likely to vary

substantially from firm to firm. Consequently, the growth rate in

employment will also vary considerably. However, some groups of firms

are likely to fare better than others. For example, the growth rate is

likely to vary from industry to industry. It is also expected that'firms

in some geographic areas will expand quicker than in others. In the

,short run, small businesses serve their immediate local market. As a

result, firms in the suburbs and nonghetto areas of the city are likely

to be in an advantageous geographic position since residential and

economic development has tended to be greatest in thesge areas. Employ-

ment growth among new entrants is therefore likely to be higher for

nonghetto and suburban firms during this initial development stage than

for other groups of firms.

(5) The racial characteristics of employees in new firms are likely

to vary significantly among the various groups of entrant firms. A

higher proportion of nonwhite employees will be found in ghetto firms

compared to nonghetto firms. Similal: , there will be proportionately

-more nonwhites in city firms than found in suburban firms. The proportion

of nonwhites will also vary among occupations irrespective of geographic

locations of new entrant firms. The proportion found in managerial-

professional and occupations in construction will be particularly low.
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Within manufactring nonwhites will also tend to be concentrated in

particular occupatiotls which require only a moderate amount of skill

and where entry raztrictions are not present.

(6) The fa=mal educational entry requirements for most occupations

in new businesses are not likely to be high. This is because in rela-

tively small firms there ts rarely a professional personnel policy

which formalizes training requirements for specific occupations. In

addition, the number of applicants for jobs in new firms is not likely

to be as large as in existing firms and there is therefore less opportunity

to apply educational achievement as a selection criteria.

(7) In the recruitment of employees for jobs in new businesses,

personal 'contacts are likely to be the most important type of method of

attractive potential employees. It is also expected that city firms

will make more use of newspaper advertising than suburban firms.

These hypotheses which have been stated in very general terms

cannot be subjected to rigorous analysis which will yield definitive

conclusions. The small sample of employees in many occupational groups

restricts the extent of comparative analysis possible. In instances

where the number of respondents was small it was necessary to merge oc-

cupational categories to permit analysis of the occupational information.

the specific occupational categories used in the analysis are discussed

Framework for Occupational Analysis

The occupational information was collected through interviews con-

ducted with the entrepreneurs of 44 Suburban entrant firms and 113 firms
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which located.within the city. Of the city entrants 29 were located

in the designated ghetto areas and the remaining 84 were from nonghetto

pdrts of the city. Since the new businesses had only been in operation a

little less than 3 years, the average number of employees in the firm was

relatively small. The average number of employees for the suburban entrants

was 29, for city entrants it was 26; for those located in the ghetto the

average size was smallest with some 22 employees, while for firms in the

nonghetto city areas the size of firm was substantially higher with an

average of 37 employees.

In the interviews, information was collected on the job description

of each occupation within the firm. In addition, the range of weekly

wage rate corresponding to each occupation was collected. The number of

employees in each occupation at several dates was also obtained along

with the age, race, and sex of these employees. The details and format

.of the specific interiew questions are contained in Appendix II.

The interviews resulted in occupational information covering some

4,300 employees in a wide variety of occupations. An occupational code

was developed to present enough categories of jobs so that significant

differences in the type of work could be reflected and at the same time

ensure that each item contained enough employees to allow comparative

analysis by geographic location of the entrant firm.

As a first step each occupation identified by the interviewee was

classified according to the three digit Dictionary of Occupational Titles

(D.O.T.) based on the jbb title, job description, wage rate, and in-

dustrial classification of the firm. From the range of D.O.T. numbers
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of occupations in the suivey it was decided to reduce this range of 22

occupational categories. The specific D.O.T. numbers contained in each

of the 22 occupations used for analysis are presented in Appendix V.

This list of 22 occupations formed the basic unit for the occupational

analysis contained in the study. For same parts of the analysis in order

to achieve a general description of the data the 22 occupations are re-

duced to the 7 major occupational categories as shown in Table 17.

Occupational Structure of New Businesses

Table 17 presents the occupational structure for the employees in

city and suburban entant firms. A comparison of the occupational structure

in both types of firms reveals that suburban firms have a higher pro-

portion of employees in managerial-professional Occupations than do the

city firms. The difference between the two types of firms is particularly

pronounced for professional occupations; the proportion of employees

in fhis category in suburban firms is three times as high as in city firms.

There is also a higher proportion of suburban employees in clerical

occupations, especially in accounting and buSiness machine operation

occupations.

These findings provide some support for the hypothesis that suburban

entrants have a higher proportion of high level manpower in their employ-

ment structure than do city entrants. The larger average.size of the

suburban firms may be a partial explanation of this result although the

managerial occupational hierarchy is usually regarded as a fixed cost of

operations and is therefore considered part of the firm's initial invest-

ment. The proportion of professional employees in a firm's occupational
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structure is, no doubt, partially a function of the type of industry.

This may explain why the sample of suburban firms had such a high pro-

portion of professional employees compared to firms La the city. In

the chemical, petroleum, rubber, leather industry group there were

some 137 of the suburban entrants compared to 27 for the city firms.

In the category designated electrical, transportation, equipment,

instruments, which is also likely to require a highly skilled labor force,

there were 9% of suburban respondents in contrast to only 27 of the city
%

entrants. However, even if the professional employees are considered

separately from managerial employees the suburban firms continue to

have a higher proportion of managerial employees.

The remaining differer-,es in the obcupational structure of the two

samples of entrant firms are probably closely related to the industrial

structure of the two groups of firms which was presented in Appendix I.

Suburban firms have a higher proportion of employees in sales, especially

in sales jobs in retail food and drink. This is to be expected since

a much higher proportion of suburban entrants were in wholesale and

retail trade than were city firms. In the service category of occupations,

the city entrants had a relatively high proportion of employees in the

building service type of jobs.

In the broad occupational category of operatives and craftmmen there

is an hnportant difference between the two samples Of firms. In the city

a very large proportion of the employees are concentrated in tine textile

and textile fabrication occupations while in the suburbs many employees

are in the machine operator and repair, and benchwork occupations. This
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reflects the fact that about 157 of the city responder-:, were in the

textile and apparel industries and some 20% of the suburban firms were

in the machinery and electrical industries. It may be speculated from

this finding that new firm skilled and semiskilled jobs in the city are

likely to continue to be in industries which have traditionally located in

the central city where it is possible to establish an operation on a site

which does.not provide a large amount of space. In contrast, the skilled

and semiskilled jobs created by suburban entrants are more likely to

be in industries which require considerably more space for their opera-

tions.

The ghetto-nonghetto comparison of occupational structure, shown in

Table 17, suggests that nonghetto firms have a larger managerial-pro-

fessional group of employees than the ghetto firms. The difference in

average firm sizes, with the ghetto firms averaging 22 employees and the

nonghetto averaging 37 employees, may account for the differences in

the managerial-professional hierarchy in the new businesses. The remaining

differences in occupational structure are probably related to the in-

dustrial composition of each group of firms. The nonghetto firms, and

these include firms in center city, have a higher proportion of their

employes in sales jobs especially of the retail food and drink type.

Among jobs in che service sector a higher proportion of nonghetto firm

employees were in building service occupations than in personal service

jobs.

In the operatives and craftsmen category there is a good deal of

similarity in the relative importance of the specific types of occupations.
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For example, in ghetto areas over two-fifths of the employees in new

businesses are in textile fabrication occupations wine for nonghetto

about two-fifths of the employees are either in textile fabrication jobs

or in textile jobs involving the production of the basic textile material.

The hypothesis that a higher proportion of nonghetto employees are

in occupations in the managerial-professional hierarchy is supported.

However, at, in the case of the similar hypothesis discussed in the city-

suburban comparison this conclusion must be considered tentative since

the size of the sample of ghetto firms is quite small and the theoretical

basis of this hypothesis is not entirely clear.

agfRand Salaries in New Businesses

Table 18 presents data on the average weekly wage for each of the

occupational categories for city, suburban, ghetto and nonghetto city

employees. In the city-suburbak's comparison it appears that city wage and

salaries are slightly higher than for suburban entrants. An exception

to this trend is found in some clerical and construction occupations

where suburban employees had a higher average weekly salary.

. Based on the weighted average3 for the broad occupational category

it was found that managerial-professional salaries in the city were about

107 higher than in the suburbs. In the suburbs professional employees

were paid slightly more than in the city but for the managerial types

of jobs the differential wa-, substantially higher in the city. Differences

in Salaries for similar jabs are a function of the supply .and demand

for the particular skill including some estimate of the employees' normal

3The weighted average wage for the broad occupational groups is the

average wage for the component occupations.weighted by the number of em-

ployees in each component occupation divided by the total number of
employees in the broad occupational group.
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preference area for employment. In addition, certain institutional

factors such as seniority or age of employee will influence the rate of

pay. On the whole, suburban mangers tended to be slightly younger

than city managers; managers in administrative specialities were quite

r bit.younger with a differential of some eight years. This may account

for part of the salary difference in the managerial-professional category

but since the manager: administrative specialist occupation accounts

for less than 2% of employees in both the city and the suburbs it is not

expc:cted that the difference in the age of these employees is significant

enough to affect the general conclusion that managers and professionals

are paid more in city entrants than in new businesses in the suburbs.

Clerical salaries were about 77 higher in the suburbs than in the

city. An exception to this was the salaries paid in accounting and

business machine operator occupations which were paid more by the city

entrants. However, the suburban firms paid more than city firms in the

o'ller two clerical occupations. An age differential between the groups of

employees is unlikely to affect the finding since the average age of the

employees in both the city and suburbs was quite similar for each occupa-

tion and the d.ifferential in average age was never more than four years.

In the broad occupational group which includes the sales occupations

the city paid substantially more than the suburbs. The difference in one

type of sales occupation,.sales and sales related,'is so large that it

seems most li-ely that the jobs in the city in this categou are in a

different industrial category than similar occupations in the suburbs

with the city jobs being much more technical in nature.
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Despite the general finding that wage and.salary rates are higher in

the city than the suburbsit is important to note that in sales occupations

of the retail food and drink type the city actually paid a lower rate

than the suburbs. The larger supply of unskilled labor available in the

city probably explains this finding.

In the service category the weighted average salary in the city was

higher thaa in the suburbs. For personal service occupations the city

rate was substantially higher than the suburban rite. The reverse rela-

tionship existed for building service occupations; the lower city rate for

these jobs is likely to be a function of the relatively adequate supply

of manpower for this type of occupation compared to the lack of supply

in suburban areas. The weighted average salary for operatives and crafts-

men-occupation was also slightly higher for employees of city entrants than

among suburban entrants. However, lack of wage data for some occupations

within this broad occupational group restricted the extent to which it

was possible to compare snecific occupations.

In construction-related occupations there was little overall

difference in the weighted average salary paid by firms in each geographic

area. In the. structural occupations the city employees were paid more than

the sublArban employees. The opposite result was found for construction

Occupations. Lack of information on the specific nature of construction

*jobs does not permit the higher rate in the suburbs to be explained in

terms of relative supply Of semiskilled labor available in the city and

suburban areas. In the materials handling occupations the city employees

were paid substantially more than suburban employees. This finding
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supports the general tendency for city entrant firms to pay higher salaries

than entrant firms in the suburbs.

The ghetto-nonghetto comparison of salaries by occupation group,

also shown in Table 18, indicates some similarities with the city-suburban

results. In this case the ghetto entrants tended to pay higher wages

and salaries in all broad occupational groups except clerical and construction

related. Professional employees were paid slightly more in the nonghet

areas however, the size of the sample of ghetto managers is too small.

to be confident of this copPlusion.

The weighted average salary for all clerical occupations was about

107 lower in the ghetto than in the nonghetto. The difference was most

pronounced in plant clerical occupations with nonghetto firms paying

some 30% more than ghetto firms. In contrast, the ghetto firms paid

more than nonghetto firms to employees in accounting and business machine

operation. Age differentials in the employees in the two groups of firms

did not explain these differentials in salaries.

Inadequate wage data within the sales occupational category restrict

the comparison possible. In sales and sales related occupations the ghetto

employees were .paid substantially more than nonghetto employees. An

age differential between the two groups of employees may account for part

of the difference but the major explanation is probably in the technical

nature of the sales jobs in ghetto entrant firms.

In both the service and materials handling occupational sectors the

ghetto employees were paid substantially more than nonghetto employees.

By a similar magnitude the ghetto firms also paid more to employees in the
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major group of operatives and craftsmen. This was true for all occupations

within fhe general category except general benchwork occupations. In the

occupations within the construction related category the relationship was

reversed with the nonghetto firms paying wages about 40% higher than the

firms in ghetto areas. This suggests that there is a stiostantial difference

in the type of work performed by the construction firm which starts opera-

tions in the ghetto compared to construction firms in other geographic

areas. Perhaps Lhe ghetto based firm concentrates on repair and renova-

tion work which requires a lower level of labor skill while Li, cmghetto

based firms do more basic types of construction and require a more highly'

skilled labor force pf tradesmen.

Employment Growth During Development Stage of New Businesses

The percentage increase in employment in each occupation for the

first few years after the new business was established as shown in

.Table 19. This is of course, only a very rough measure of each group

of firm's performance since growth in employment is a function.of the

employment base which each firm has at the start of operations as well

as the economic climate facel by firms in particular industries and geo-

graphic areas. Some entrepreneurs may refrain from entering a ne.w business

until they have considerable capital to invest. As a result, the initial

scale of production may be quite large and little expansion of activities

anticipated during the first few years of operations. Consequently, wide

variation in rate of employmer' explansion is to be expected. The

existence of large differences in average employment increase between

groups of entrant firms is not expected and if such differences occur
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it probably indicated differences in the short run employment potential

of various groups of new firms.

The results show that overall rate of growth in employment is

slightly higher for city entrants than for suburban entrants. The occupa-

tions which expanded most rapidly during this two to three year development

stage are.not the same for each group of firms. For city firms the

largest increase occurred in the occupational groups of fabrication and

repair building services, textiles, and professional employees. In

contrast, the suburban entrants appear to result in the greatest expansion

among fabrication, textile and professional jobs.

The lack of consistency in occupationl growth between city and

suburban firms is shown by the marked difference in the ranking of

occupations by growth for both groups of firms. In fact, the rank

correlation between the two rankings shows that thete is virtually no

.relationship in occupational growth. The rank correlation value is .08,

significant at the "3% level of confidence.

In the ghetto-nonghetto compa ison the occupational employment growth

rate is much greater for the nonghetto firms in most types of occupations.

However, it was also found thac the no:ghetto occupations experiencing

the greatest growth were different than the ones which expanded most

rapidly in ghetto firms. The greatest growth in nonghetto firms' occupa-

tions occured in fabrication and repair, building services, textile, and

professional jobs. In contrast, for ghetto firms, fabrication, textiles,

metal processing, and personal services were the occupations with the

greatest growth. There was virtual* no similarity between the occupational
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rankings for ghetto and nonghetto firms. The rank correlation showed

a very low negative relationship (value of -.09 at the 667 level of

confidence), which means that whenever a relationship did exist those

occupations which were ranked relatively high by one group of firms

were generally ranked low by the other group.

The degree of similarity in the ranking of occupations by growth

rate did increase somewhat when the major occupational categories were

compar 4 as shown in Table 20. The city and suburban rankings resulted

in-a small positive rak correlation (value of ,21, significant at the

707 level) with the managerial-professional category showing greatest

groweh"and materials handling the slowest short-run rate of increase

in emploSrment. A larger positive correlation existed for the ghetto-

nonghetto rankings with a rank value of 0.4, significant at the 83%

level. The managerial-professional employment again was one of the largest

growing sectors with materials handling and sales occupations growing

least rapidly. However, it must be concluded that even among broad

occupational groups there was no great similarity in expansion rate of

employment among new businesses in differEntt geographic areas.

Despite inconsistencies in the short-run occupatioaal growth

pattern of.lhe various groups of firms, the results suggest some important

implications. The relatively higher growth rate of the managerial-pro-

fessional category is mainly attributable to the rapid expansion rate for

professional employees. It a,- that for most groups of firms the

size of the managerial labor force is part of original investment decision

of the new firm and does not expand rapidly in the early development stage.
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TABLE 20

COMPARISON OF EMPLOYMENT INCRi:ASE DURING DEVELOPIENT. PERIOD
OF NEW BUSINESSES IN THE CITY, AND THE SUBURBS FOR MAJOR

OCCUPATIONAL CATEGORIES

:ajor Occupational
Rank of Weighted Mean Rate of Employment Increase

Netropolitan Firms City Firms e

Category
City
Entrants

Suburban
Entrants

Ghetto
Entrants

Nonghetto
Entrants

--ianagerial-Professional 2 1 2 2 .

4 6 3

_Sales 5 6 7 . 5

=Service 1. 5 3 .1

iperatives and.Craftsmen 3 3 4

..=.3construction Related 7 2 4 : 6

-4ateria1s Handling 6 .. 7 5 7
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Early in the new businesses' development, however, highly skilled manpower

which brings professional skill and knowledge to the new enterprise is

required and proportionately this resource becomes more important in

the firm's occupational structure. This tendency appears much more pro-

nounced among suburban and nonghetto city entrants than it does among new

businesses in the ghetto. There are, of course', other occupational

categories which showed more rapid rates of expansion than professional

employees, for example, fabrication and repair, textiles, building services,

but these increases tend to be concentrated in one group of firms and

growth is to be expected if the firm is successful.

The generally higher rate of increase among city firms compared to

suburban firms is partially explained by the amaller average size of

firm in the city. Such an explanation does not apply, however, to the less

rapid growth of ghetto firms compared to all other groups of firms. The

ghetto firm has a substantially smaller average number of employees than

the nonghetto firm (22 employees for ghetto entrants and 37 for nonghetto

city entrants), and any increase in ghetto employment would appear

proportionately quite large. It therefore appears that the ghetto

entrant does not increase employment opportunities very rapidly during

the first iew years of operation. This finding has obvious implications

for any public policy which deliberately directs financial assistance

to ghetto enterprises.

Racial Characteristics of Employees in New Businesses

The proportion of white employees in each occupational category for

the city and suburban firms is shown 'in Table 21. In addition, the

1.28
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significance of the difference between the city and suburban proportions

for each occupation is indicated as either statistically significant or

nonsignificant based on the Chi Square test at the 907 level of confidence.

The proportion of nonwhites in many occupational groups is quite

high. Unfortunately, no data was available to compare the proportion of

nonwhites in a sample of existing firms stratified by industry and loca-

tion in the same manner as the entrant samples. The results intuitively

suggest that nonwhites are employed in a slightly higher proportion of

total employment in entrant firms than in existing firms.

The proportion of nonwhite employees varies considerably from occupa-

tion to occupation. Nonwhites find employment much more frequently in

the service, craftsmen and operatives, construction and materials handling

occupations than they do in the managerial-professional, clerical and sales

occupations. They also occupy a higher proportion of jobs in city firms

than in suburban firms. There is a significantly higher proportion of

whites in suburban firms in the broad occupational categories of managerial-

professional, sales, service, operatives, and craftsmen and materials

handlings. In some of the more specific occupations within these broad

types of jobs there is no significant difference in the proportion of white

employees and for a few occupations there is a significantly higher

Proportion of whites in the city firms. .However, the general tendency

is for the suburban firms to have proportionately more whites than the

city firms. If the metropolitan areas was a unified labor market in

which the supply and demand for labor operated under perfect market

conditions so that ability to perform the work.was the only criterion
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,

for entry into the employment position, then although a higher proportion

of whites may work in the more highly skilled occupations, the rank of

the occupations by proportion of white employees for both groups of firms

should show a high positive correlations. Table 21 shows that the

rankings are quite dissimilar and in fact there is statistically no

relationship between the two rankings (rank correlation value of .09,

significant at the 66% level).

The imperfections in the metropolitan labor market which the data

indirectly suggest may occur on either the demand side through employer

.restrictions on hiring, or on the supply side because the suburbs are

outside the black workers' normal preference area for employment. No

matter the reason, it is clear that the geograpl7ic location of new entrant

firms has a differential effect on the potential employment opportunities

of blacks and whites.

The comparison of ghetto and nonghetto entrant firms, si rn in Table

22, also suggests different racial characteristics in the occ ational

structure of both groups of firms. There is a higher propor ion of whites

employed .in nonghetto firms especially in the broad occupat:Jnal groups

of clerical, sales, and service jobs. Within each.broad occupational

category there are important variations among the more specific occupations.

For example, in the ghetto firms the managerial hierarchy is almost

exclusively white even though some of the ghetto firms were owned by

black entrepreneurs. Similarly, of the clerical jobs in ghetto firms

only in the plant clerical occupations did black workers predominate.

Employees in accounting and business 'machine operator occupations were

131
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all white even though the firm was located in a ghetto area. This

suggests the possibility of a lack of indigenous skills within the ghetto

for some types of jobs and as indicated in the discussion of occupational

wages the salary paid to accounting and business machine operators was

substantially higher in the ghetto than in any other geographic area.

On the basis of the mnall number of responses the tentative conclusion

that a premium is frequently paid by ghetto firms to attract some types

of labor which are not in adequate supply in the immediate geographic

environment of the new entrant.

The correlation between the rank of occupations by wages paid and

proportion of white employees Da each occupation for the various groups

of firms supports these findings. For example, the rs value for the ghetto

firms was a posittve value of .69,.indicating that high rank in proportion

white emplOyees was associated with high level in the occupational wage

structure. In nonghetto firms there was little relationship between

the'ranks for these two variables suggesting that blacks employed in

nonghetto firms are distributed evenly among occupations and not concentrated

in low paying occupations. A similar result was found in suburban firms

where the rs value was actually a negative (-.05). These results are inter-

preted to reflect the strength of occupational demand and supply in different

geographic areas rather than conscious wage discrimination ha-ghetto firms,

since many ghetto firms are headed by black entrepieneurs.

The results indirectly suggest that for many occupations there is an

adequate labor supply within or close to the ghetto areas of the city.

This seems to be the case for jobs in'the service type occupations and
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in some jobs within the operatives and crAftsm en category such as metal

processing and general benchwork occupations which for ghetto firms are

mostly performed by blacks. Blacks also rend to be concentrated in

tiLe materials handling types of jobs and this is the case for entrant

firms located in both ghetto and nonghetto areas.

Table 22 also shows the lack of similarity between ghetto and

nonghetto in the racial structure of the respective work forces. Even

when the broad occupational categories ae considered as :in Table 23,

the degree of similarity in ranking of occupations by racial character-

istics of employees is quite small (rank correlation value o .25, significant

at the 737 level).

The comparison of.the ghetto-nonghetto rankings for the twenty-two

occupations actually shows a negative correlation value of -.12, significant

at the 697 level. If the ghetto and nonghetto areas together constituted

a single labor market in which the skill of the labor supply was the

criterion for employments then the rankia2s should show a strong positive

correlation. It appears that there are labor market restrictions which

tend to segment the city-wide market. For some highly skilled occupations

(such as some managerial and clerical ocoupations) and perhaps some highly

unionized occupations (paper and printing), the market is apparently not

segmented by the ghetto and nonghetto diOerence, but for many occupations

the results provide indirect evidence of the existence of sublabor markets

based on geographic boundaries.
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TAiLE 23

. .

COMPARISON OF RACIAL CHARACTERISITICS OF MAJOR OCCUPATIONAL
CATEGORIES OF NEV BUSINESSES IN THE CITY AND THE SUBURBS

Major Occupational

Category

Rank of.Weighted Mean % White
Metropolitan Firms City Firms

City Suburban Ghetto Nonghett:
Entrants Entrants Entrants Entrants:

Managerial-Professional 2 1 2 3

Clerical '3 4 4 4

. Sales 1 6 1 2

Service 7 - 5.
.

7 1

Operaayes and Craftsmen 5 2. 5 6
.

.

Construction RelaCed 4 3 3
.
5

4

Materiali Handling 6 7 6 7

":
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Educational Entry Requirements for New Positions

In the interviews, most entrepreneurs said that the formal educational

requirements for entry into almost all occupations in their firms were

extremely low. Among the city entrant firms the formal requirements for

the occupations were generally high school graduation or less. It was

only in the managerial-professional, clerical, and sales (excluding

retail food and drink) that actual graduation from high school became

important. College or technical school experience was only mentioned

for about 10% of the professional and managerial jobs.

Suburban entrepreneurs viewed formal education as a more important

entry requirement to new positions that did their counterpart in the city.

On the average, high school graduation or above was requiE0 for about 507

of the new suburban jobs. For managerial-professional jobs in the suburbs,

college or technical school graduation was seen as a pterequisite for over

one-third of the positions.

The comparison of ghetto and nonghetto responses revealed that

nonghetto firms required slightly higher overall educational entry

requirements but for some specific occupations the ghetto firms' require-

ments were slightly higher. In any case, for both groups of firms the

formal educational requirements were surprisingly low and substantially

lower than the suburban firms' requirements.

It is difficult to explain the difference between the suburban firms

and all other groups of firms. A possible explanation is that the

suburban firms have been exposed to a different segment of the potential
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labor supply for each occupation and that tilt! applicants they interview

and recruit have a higher level of formal education, which becomes the

standard required in the firm's job specifications. In addition, the

suburban firms were, on the average, larger than the other groups of firms

and a more formal approach to personnel policy (which specifies standards

of entry) may be more typical of suburban firms. The generally low

educational requirements for jobs in all firms is probably a reflection

of the small size of entrant firms and the relatively small number of

applicants (compared to established firms) from which the work force

has been selected during the first few years of operations.

Hethod of Recruitment for New Positions

The recruitment techniques used by new enterprises are expected to

involve similar channels of contact with potential employees as those

used by firms which have bean in business for some time. Since the new

firm is relatively small, it is expected that considerable reliance will

be placed on knformal employee contacts through relatives and present

employees. In the study, the interviewee was asked to indicate on a

check list the most important source of new employees for each job title

in the firm's occupational structure. It was found, that government sup-

ported training programs and educational placement services (schools and

colleges) were rarely mentioned as a source and were therefore dropped

from the analysis.

For purposes of analysis the occupational groups were merged into

the major categories as shown in Table 24. Since several recruitment

methods were clearly the most important for all occupations, there was
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a high degree of consistency of response among the occupations within

each of the major occupational groups in Table 24. The comparison of

the findings for city and suburban.entrants indicated some different

recruitment practices between the two groups of firms.

For city entrants, newspaper advertising, present employees, and

advertising on the premises are gem:rally the most important methods of

recruitment with members of the family and private employment agencies

the least important. Suburban firms rely mainly on present employees

as well as newspaper advertising and the State Employment Service. In

the suburbs less reliance is placed on newspapers probably because of

the limited readership in most suburban papers. Advertising on the pre-

mises and private employment agencies are of least importance in suburban

recruitment. The degree of consistency in the overall relative importance

of the methods was relatively high for both cify and suburban firms. For

the city firm the consistency in ranking as measured by the coefficient

of concordance was .67, where 0 is complete disagreement among the

occupational groups as to the relative ranking and 1 signifies complete

agreement. For the suburban firms the consistency in the overall ranking

of the methods was also fairly high.with a value of .45 for the co-

efficient of concordance.

Mien the two groups of firms are compared for particular major

occupational groups the differences are even more apparent. For example,

when the nank orders of inportance of the methods for both types of firms

are correlated there is no relationship for clerical occupations. Suburban

139
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firms ranked the employment service and present employees as the two most

hmportant methods. The rank correlati.on values for sales and service

occupations actually showed a negative relationship.

Strong positive correlations in the ranking of importance were found

for materials handling jobs, operatives, and craftsmen and professional-

technical jobs. This indicate ,. a similarity between new city and suburban

firms in the techniques used to recruit employees. There are enough

differences, however, in the approach used by the two groups of firms to

conclude that the method of recruitment varies with the geographic location

of the new firm.

The ghetto-nonghetto comparison in Table 25 also shows the similarities

end differences in the methods of recruitment used. The overall ranking

for all occupational groups in both ghetto and nonghetto firms resulted

in newspaper advertising being the most important method of recruitment.

The ghetto firms made considerable use of present employees amd private

agencies and less use of advertising on the premises. In contrast, the

nonghetto firms relied much more on advertising on the premises as well

as present employees and made.little use of private employment agencie

The consistency of these overall rankings among the major occupational

groups was relatively high.
4

For the most part there was agreement between the ghetto and nonghetto

rankings for each individual occupational group. The values of the rank

correlation ranged from a.low of .43 for clerical occupations to a high

of about .87 for manage.7ial-professional and construction related occupations.

4
The value of the coefficient of concordance of the overall rankings

among occupational groups was .63 for both groups of firms and this value
was significant at the 997 level.
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The major differences between the firms were in the clerical and service

occupations. In recruiting clerical employees ghetto firms uscd private

agencies more than nonghetto firms, uhich relied more on advertising on

the premises than was the case for ghetto entrepreneurs. Recruitment of

service employees in ghetto based firms was frequently through the

employment service, while the nonghetto firms relied more on recommenda-

tions from present employees. It therefore appears that the ghetto-nonghetto

differences in recruitment methods used are restricted to one or two

occupational groups and are generally much less pronounced than the

city-suburban differences.

Conclusions

The survey of firms produced findings which were fairly consistent

with the regularities expected from a comparison of entrant firms by

geographic area. Most variations in the occupational si-Tucture of

different groups of firms appear to be related to the industrial structure

of each group of entrants. Some occupational categories, such as

managerial jobs, tended to be proportionately most important to suburban

firms and nonghetto city firms. The size of ghetto entrants and perhaps

difficulties in attracting high level manpower seem to restrict the

size of the managerial hierarchy.

It was found that wages perform their traditional labor market role

in the allocation of labor among the various occupations and groups of

entrant firms. The ghettb firms have to pay more to attract managerial-

pTofessional labor and some types of clerical employees who are likely to

reside some distance from the ghetto and who for many reasons prefer
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nonghetto employment. Similarly, for some lower skilled occupations for

which the labor supply is likely to be more plentiful near the central

core of the city, the ghetto firms offer a lower wage.

The data suggested an additional hypothesis which was not discussed

at the outset. The industrial distribution of entrants resulted in an

occupational bias in the new skilled and semiskilled jobs so that in

both the ghetto and the city as a whole, most of the new jobs in this

skilled level were in industries which have traditionally been located in

the central cit,T and probably do not require much single level floor

space for operations. In contrast, most of the skilled and semiskilled

blue collar jobs created by new businesses in the suburbs seemed to be

biased towards machine work in industries which probably require a

large amount of plant floor space. 5

The findings on the occupational structure and employment character.,

istics of new busi-lsses have some important implications for urban

manpower policy. One of the major problems in employment Policy has been

the high rate of sectoral unemployment in many urban areas. Minority groups

are particularly affected by this high rate and as a result many

are designed to improve the skills and find employment for unemployed

ghetto residents. In addition, an attempt has been to assist minority

group entrepreneurs establish new businesses in the ghetto area.

The data on the occupational structure and characteristics of new

5The testing of this hypothesis obviously requires a different type
of data than collected for this study. The comparative samples of firms
should also be chosen from the same population of firms. As was pointed
out in the methodology section, the suburban sample was selected from
the unemployment compensation list of firms, while the city firms were
samples from wage tax data. There are some differences in these sources
of entrant data.
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businesses suggest some difficulties which make the success of such a

policy doubtful. The urban labor market consists of a series of sublabor

markets and the employment opportunities for minority group members appear

to decline outside the central core of the city with the suburban labor

market providing the least opportunities. Suburban and nonghetto city

entrant firms tend to hire more employees than ghetto firms and during

the first few years of operations nonghetto and suburban employment expands

more rapidly. Consequently, for nonwhites the establishment of new

businesses may provide proportionately less new employment opportunities

for nonwhites than it does for whites.

These findings suggest that the policy of "gilding the ghetto" 6

through encouraging new minority ghetto entrepreneurs should perhaps be

redirected towards more assistance to minority entrepreneurs in nonghetto

and suburban areas whee there is some evidence of a better chance of

success. It is expected Chat nonghetto minority enterpreneurs will attempt

to hire a higher proportion of nonwhites than the white enterpreneurs in

the same geographic area. It is, -f c .ubable that the success of

this change in emphasis will require programs which assist unemployed

nonwhites in commuting to the new business enterprise.

The high salaries paid by ghetto firms for some occupations suggest an

inadequate supply of such labor from the area in which the firm is located.

This infformation may indicate the occupations which offer the best potential

employment for manpower program trainees: Accounting and business machine

operation was, for example, an occupation which received a relatively high

salarST and is a likely candidate for a ghetto training program.

6
The phrase "gilding the Ghetto"

Perskey,see John F. Kain and Joseph J.
Ghetto" in The Public Interest, Winter

was cbined by Professors Kain and
Perskey, "Alternatives to the Gilded
1969, p. 74.
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DECENTRX1,1ZATION OF EMPLOYMENT WITHIN THE CITY

The decentralization of job opportunities within the metropolitan area

is a trend that has been widely discussed recently. Despite this trend a

majority of total employment in any region still resides within the

city and yet there is relatively little knowledge on the nature of the geo-

graphic distribution of these jobs. Since the low-income residents of 'the city

tend to be clustered close to the core of the city, the city-wide distriburion

of job opportunities has significant employment implication .for "disadvantaged"

residents. The apyropriate public policy response to high unemployment in

urban labor markets therefore largely depends on the dispersion pattern of

job opportunities within the city.

A relatively uniform geographic distribution of city jobs sup,osts that

it is necessary to attract new job opportunities to the core of the city

which experiences the highest unemployment rates. This approach has been

described as "gilding the ghetto"1. One alternative to Chis policy solution

is to improve the transportation network between the inner core and

others sectors of the city so that inner city residents may be able to expand

their normal preference area for employment. In addition public policy may

attempt to disperse the urban poor more uniformly within the city by reducing

the segregated housing pattern. On the other hand, if most employment

opportunities are concentrated within the, core of the city and not uniformly

dispersed throughout the city.then the major public policy solution to high

unemployment should consist of changing the nature of labor iupply through

See J.F. Kain and J.J. Persky, "Alternatives to th'e Gilded Ghetto," in the
Public Inprest, Winter 1969, p. 74
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retroining the unemployed in the inncr city for the potential job opportunites

which exist close to their residence. The justification for the Concentrated

Employment Program xhich is a major feature of current manpower policy appears

to rest on this assumption.

Employment Distribution Hypotheses

In an attempt to provide the basic information necessary to assess the

appropriate balance between manpower retraining and improved transportation

facilities as possible solutions to urban unemployment this chapter discusses

the geographic distribution of employment within Philadelphia. It is expected

that the geographic distribution of employment will vary. by.type of industry.

A-substantial proportion of employment in the service sector,' especially business

services, obviously will be located in the central business district. Employ-

ment in wholesale and retail trade, construction and other major industry groups

are likely o be widely distributed throughout the city.

The distribution of manufacturing job opportunities usually varies with

type.of manufacturing. In most cities there is a tendency for printing and

some types of textile firms to locate near the central core while manufacturing

firms which require a large proportion of space per unit of ouput, such as

light engineering, chemical firms etc.., are more likely to be located towards

the perimeter of the city. These tendencies are of course only generalizations

and many factors peculiar to a specific urban area may result in a different

geographic pattern of employment distribution.

Measurement of Decentralization

The distribution of employment may be estimated on the basis of air-

mile distance from the central business district displayed as a series of

concentric circles radiating to the city boundary. The proportion or density

of employment within each distance category may be depicted graphically. For
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purposes of studying the employment potential of businesses for residents of

low income areas it is, however, more meaningful to use travel time rather

than air-mile as the'distance criterion.

Data on travel time from the center of the city to various areas of the

city, perhaps postal zones, normally involves a special large-scale commuting

study. Fortunately, the results of such a study of the Philadelphia metro-

politan area.has recently been published and with certain adjustments to the

data it was possible to construct estimates of travel time for each zip

area in the city to the center of the city.

In the city,the Delaware Valley Regional Planning Commission study

identified forty-seven data collection districts which were surveyed to

estimate various types of commuting information. The base year of the study

was 1960 and projections on travel time to center city were made for 1985.

The forty-seven collection districts did not coincide exactly with the forty-

three postal zones within the city but the boundaries of the two sets of

geographic z:0 divisions was close enough to estimate the 1960 travel time from

2
each postal zone to the enter of the city:

From the city wage tax it was possible to estimabathe total 1968 employ-

ment by industry for each zip code and classify each zip by travel thme in

minutes. Travel time was an average daily travel time for commuting to the

center of the city by highway in automobile or truck. From these data the

cumulative distribution 1968 city employment by 1960 travel time was.cal-

'For a.detailed discussion of the data source see Delaware Regional Planning
Commission, 1985 Regional Transportation Plan, Plan Report.No. 5, Technical
Supplement, (Philadelphia, Pa. Delaware Regional Planning Commission 1969).
The data converted to postal zones is contained in Appendix II of the report.
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-culated for broad industrial groups and by two digit manufacturing industry.

Obviously, it is preferable to have 1968 travel time but this is not regarded

as 4 problem, AlthOugh city-wide traffic density has undoubtedly increased

over the past decade there have also been highway improvements, such as
I

coordinated traffic light timing and one way street networks, which offset

the effect of increased traffic load:

This method of studying the potential job opportunities available to low

income residents has the advantage of concentrating on the large number of jobs

within the city compared to the marginal opportunities available in the suburban

ring. The approach also has several inadequacies. For example, the existence

of a large proportim of jobs within the core does not necessarily mean that

ghetto residents will find employment at these locations. Most individuals em-

ployed in these jobs may commute to the central core from the perimeter of the

city and possible employment opportunities for the poor may not be extensive

though tl-is will vary by type of industry. The data would be improved if the

travel time criterion were also based on public transit as well as on automobile

travel, since it would be more meaningful or_analyzing the problem of increasing

employment opportunities for low income residents. Tor similar reasons it'

"would also be help:Eul to have data on the cost of commuting. Nevertheless,

the concentration of employment within specified levels of auto travel time

from center.city provides, in terms of absolute number of jobs, a much more

realistic framework for studying high sectoral unemployment in the city than

does reliance on the suburban 'growth in job opportunities which has occurred

in recent years.
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flispersion of Urban Ell:!)loymont In Mnjor-IndusLrics

Charts-3 and 4 show the degree of dispersion.of jobs in various

industries. If the total jobs in a'particular industry were equally distri-

buted throughout the city according to travel time to the center of the city

then the dispersion line for that industry would coincide wich the 45 degree

line in the chart. If.n industry's dispersion line is below the 45 degree

line this means that its employment is decentralized and concentrated towards

the perimeter of the city. In constrast, the centralization of industry em-

ployment is associated with a dispersion line above the 45 degree line.

It is apparent from the findings that in all major industries, with the

exception of the primary ind stries? employment is concentrated close to the

center of the Lay. The primary industry exception is not quantitatively an

important consideration since total city-wide employment in this industry is

only a little over 700 jobs distributed among a large number of small firms.

For discriptive purposes the-travel time axis is divided into three major

strata. The first is the Central Business District in which the center of the

city is located. It is possible to travel from any point in this area to

center city within 5 minutes. This geogrrc area is represented on the

horizontal axis of the charts by the poi. . The second strata represented

by point B, is deignated the central core of the city and any point within

this area is within 19 minutes of the center. Geographically this area con-

stitutes the southern half of the cIty and includes the three ghetto-sublabor

markets and South Philadelphia as well as-the central business district. The

third arca is the northern half of the city and is defined as.the outer region.

. 3
Primary industries include SIC codes 1 through 14. This includes

agriculture and related industries, fisheries and mining.'
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The travel time from within this area is a maximum of 45 minutes. The geo-

graphic demarcation of these areas is shown in Chart 8 which appears

latei in this chapter.

The employment of all industries taken together is highly concentrated

with 37% located in the central business district and some 80% within the

central core of the city. A density of employment map of the city would show

an even slightly higher degree of concentration since the increment of land

area encompassed increases with each additional minute of travel from the center.

As a result although 37% of employment is wi!_hiu la% of the total cumulative

travel ti a the same amount of employment is in a land area of less than 57

of the total land area in the city.

The fact that 80% of employment is located either in or close to the ghetto

areas of.the city suggests that ehe manpower policy which adjusts the nature

rather than the location of labor supply is the correct priority in any solu-

tion to high urban unemployment. The maximum highway travel time to most

employment for ghetto residents is about 40 minutes and this casts some question

on the view that better transportation networks to the outer region of the city

is required. This implication may of course have to be modified when public

transit time is substitued for highway travel time.

There are some important variations among industries in the degree of

employment concentration. For example, although about 80% of employment in

services, wholesale and retail trade, and manufacturing is within the central

core, manufacturing employment is much less concentrated in the central busi-

ness district than is employment in the other two major industries. Employment

in Finance, Insurance and Real Estate is the most highly concentrated with

almost 807 within the central business district. Contract Construction is



fairly well dispersed throughout the city with some 29% in the central busi-

ness district and about 687 within the central core.

The exception to the overall city are not unexpected and can be partially

explained by size and number of firms in the industry. In contract construction

the average size of firms is quite small and then_ are a large number of these

firms making up the 40,000 total employment. As a result, although the large

general contractors may-be located close to the center of th: y there is a

significant geographic distribution of the large number of rela.tively

firms in the industry. The geographic dispersion of employment in chis ',industry

may be even more pronounced than the results suggest. This is becimse eNm

though the large construction firms may locate in the Central Business DEstrict

the actual operations may be widely dispersed outside the inner core of che city.

In finance, insurance and real estate, a relatively small nurmer of large

firms probably account for a large share of total employment in the industry

avd since these firms rely heavily on white collar office workers the central

business district, with its excellent rail network to various parts of the

regian, is an ideal location.

The high degree of concentration of manufacturing industry in the inner

core was somewhat unexpected and perhaps there are some nejor variations

among the industries within manufacturing which explain.this finding.

Charts.% 6.and 7 show the variation in employment concentration

among selected manufacturing industries. Although there is a tendency towards

centralization among all industries the employment in several industries is

fairly uniformly distributed throughout the city. This is the case for

fabricated metal, machinery (except electrical), stone, clay,-,glass and

concrete, and to a lesser extent paper products manufacturing.

There is an important difference between the apparel and textile mills

industries. Almost 507 of the apparel employment is in the cent=ml business
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district and over 907 of the employment is located within the central core. In

contrast, the employment in textile mills although still mostly (70%) in the

central core is of little importance in the central business district. The

most highly concentrated manufacturing industries are petroleum refining,

printing and publishing, and chemicals. Transportation and electrical machinery

manufacturing both have about 907 of their employment in the central core of

the city but have very little within the central business district.

Several factors probably explain some of the differences among manufacturing

firms. The existence of several large employers within an industry will

dominate its employment distribution. This is likely to explain the pattern

in transportation manufacturing. Several physical characteristics of ehe city

influence the high degree of employment concentration. The city's port facilities

are geographically quite close to the center of the city; the same is true of

region's major railroad yards and the focus of its highway system. It is for

this'reason, and the dominant influence of several large employers, which

account for the centralization of petroleum refining and chemicals. Ia this

respect the industrial land-use pattern in Philadelphia may not-be typical of

other large cities and the high degree of concentration in manufacturing em-

ployment cannot be generalized.

Manpower Policy Implications

The lack of decentralization of industrial employment is an important

finding but even if it is typical of other cities it is not enough information

to draw implications for future manpower policy. Additional employment data

is required. It is necessary to have estimates of the absolute number of jobs

in each industry if fhe significance of a centralized or decent.ralized in-

dustry is to have any meaning for policy. In order to plan future policy it is

also preferable to have information on the industrial employment trend otherwise
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one may decide Lo retiain ghetto residents for jobs in a centralized industry

with a large.number of jobs but whose total employmont is declining. This

problem raises the issue of whether short-run or long-run solutions to urban

unemployment should be given priority. Finally, policy decisions affecting

labor supply are more:meaningful if the trend in the geographic location of

demand by occupational as well as industrial group is available. Unfortunately,

since this study is based on cross Sectional rather than time series data and

the city wage tax data does not provide occupational information it is necessary

to adopt data from other sources to provide the data necessary for policy

decisions.

'Table 26 shows estiMates of total employment by industry and the

absolute number of jobs by travel region of the city. The ghetto residents

who 'are ll within the central core are in close proximity to The industries

with large numbers of employees concentrated close to the center of the city.

Relatively they are not in a particularly favorable location:for jobs in the

primary industries or contract construction. Fortunately, in terms of the

absolute number of jobs these industries are a small proportion of city-wide

employment; construction for example, according to the data accounts for about

41,000 jobs which is about 4.67 of city.employment. The remaining industry

groups, in particulat Transportation; and Finance,'Real Estate and Insurance

therefore appear to be the industries which, on:the criteria of job access-
.

ability, provide potential opportunities to.ghetto residents.

.1n most of the manufacturing industries which employ a large absolute

number of employees the criterion of geographic accessability also favors train-

ing of ghetto residents for jobs in ehese industries. This is the case for

printing and publishing, apparel, chemicals and transportation manufacturing.
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Table 26

DISTRIBUTION .01' EMPLOYMENT By INDUSTRY AND -HIGHWAY TRAVEL TIME TO CENTER CITY

City
Employment

Estimated
% chamT

Central
Busines!: District Central Core

(1968) 1959-68* 5 min. travel
to C.C.

19 min. travel
to C.C.

% Employment
J
% Employment

City 866,068 +6.3 37 320,445 80 692,854

Primary Industries 721 -22 12 87 33 238

Contract Construction 40,806 11 29 11,834 68 27,748

Transportation 76,903 39 48 36,913 95 73,058

Wholesale & Retail 213,249 -5 40 85,300 78 166,334

Finance, Insurance &
Real Estate 68,363 22 80 54,690 87 59,476

Services 188,435 39 41 77,258 78 146,979

Manufacturing 277,591 -7 28 77,725 80 222,073

Ordinance & Acces. . 14 1111 5 1 67 9

Food 27,850 - 1 1 28 7,798 70 19,495

Tobacco 220 OM MN 46 101 100 220

Textile Mills 20,510 -30 12 2,461 69 14,152

Apparel 40,132 48 19,263 94 37,724

Lumber & wood 1,511 25 21 317 95 1,435

Furniture & fixtures 3,665 0 12 440 70 '2,566

Paper. 10,61 4 15 1,598 73 7,775

Printing, publishing 28,760 3 60 17,256 95 27,322

Chemicals 16,069 -22 42 6,749 84 13,498

Petroleum Refining -30 79 3,970 94 4,724

Rubber, plastics

.5,025

1,992 -15 2. 40 64 1,275

Leather 2,157 -53 35 755 95 2,049

Stone, clay, glass,
concrete 3,325 ;40 .18 599 50 1,663

Primary Metal 3,866 11 4 155 52 2,010

Fabficated Metal 26,377 12 3,165 50 13,189

Machinery 16,209 -5 4 648 64 10,374

Electrical Machinery 40,225 29 21 8;447 87 34,996

Transportation. .14,195 -17 12 1,703 97 13,769

Instruments 1,899 -15 31 589 69 1,310

Misc. 12,939 -26 20 2,588 70 9,057

Outer
45 min. trave

to C.C.

20

67

32

5

22

13

22

20

33

30

0

31

6

5

30

27

5

16

*6

36

5

EmpLoymi.nt

173,214

483

13,058

3,845

46,915

8,887

41,456

55,518

5

8,355

0

6,358

2,408

76

1,099

2,876

1,438

2,571

301

717

108

50 1,662

48 1,856

50 13,188

36 5,835

13 5,229

3 426

31 . 589

30 3,882

* The percentage change is based on estimates published data in Country Business Patterns, 1959
and 1968. The 1968 employment estimates obtained from the city wage tax and the estimates in
County Business Patterns are similar in magnitude tn most industkial categories. It is there-
fore assumed that the percentage change is also similar..

. .
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Table 27 also shows the importance of the employment trend in industrial

employment as a criteria influencing the choice of industrics which are likely

to provide job opportunities for ghetto residents. The employment trend during

the 1960's is based on data from County Business Patterns4 and it is assumed

that the same trend is applicable to the employment estimates obtained from the

city wage tax. If a similar trend continues during the next decade the potential

job opportunities for ghetto residents which, according to the accessability

criterion, are available in several manufacturing industries employing large

numbers of workers are likely to be more apparent than real. This is likely to

be the case for chemicalmanufacturing which has shown a steady decline in number

of employees.

The chemical industry may also be rejected as an attractive industry for

employing ghetto residents because of the occupational distribution of jobs by

skill level within the industry; the proportion of low or semi-skilled jobs in

this industry is likely to be small compared to many other manufacturing industries.

However, even in industries with a high proportion of semi-skilled jobs and

which are readily accessible to ghetto resident's the trend in employment suggests

that the future job potential in the industry is not high.

In an industry such as textile manufacturing with the characteristic of

good geographic accessability to the ghetto and representative of a large number

of semi-skilled jobs, the employment has declined some 30% during the past decade.

Consequently, it is unlikely to provide jobs to the unemployed residents of the

urban core. In contrast, the apparel industry is by all relevant criteria likely

to.continue to be an important source of job opportunitiesjirovided its past

employment trend continues.

Uble 26 suggests that the greatest growth in job opportunities is

4U.S. Depattment of Commerce, County Business Patterns,, 1959'and 1.968

(Washington, D.C., U.S. Government Printing Office, 1960, 1969.
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in the Service and Finance, Insurance and Real Estate sectors and that in

manufacturing the future opportunities are likely to vary widely among type

of manufacturing. In wholesale and retail trade employment growth within the

city has not occurred and this may reflect a decentralization trend within the

city. This is not an encouraging trend for inner city residents although the

net impact of this tendency may not be serious since at the some time there

..,,Jas been an outmigration of city residents especially white residents. Many

segments of the wholesale and retail industry are likely to employ a high pro-

portion of low skilled and low cost labor from the immediate environment of the

firm. As a result many of the 166,000 jobs in the inner city while not expanding

may become available to ghetto residents through a "queue effecer brought about

by the residential migration pattern within the metropolitan area.'

The employment opportunities for ghetto residents are greatest in industries

employing large numbers of semi-skilled workers. Ohviously industries with a

high proportion of managerial, professional-technical and highly skilled crafts-

nen are not expected.to provide many opportunities for the hard core unemployed.

Those industries which hire a large-number of operatives, service workers and

sales personnel are the ones most likely to provide the necessary jobs. Conse-

quently from a policy point of view it is more desirable to have firms in wholesale

and retail trade.and the service industries located close to the inner city than

some manufaciuring such as firms in petroleum products and the chemical industry.

Appendix IV presents estimates of sàlected occupational employment by

industry for.firms located within the central core of the city. These estimates

give some indication of the importance of some skilled, semi-skilled and unskilled

job opportunities which.are expected to be available within the inner city during

the next few years. The data suggest ihe types of jobs for which ghetto residents

should be trained and shows the difference in employment impact among industries.
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It is, of course, not known whether the pstimated j b opportunities are adequate

to employ all the labor force within the central core but it is clear that the

quantity of accessible relatively low skilled job opportunities is substantial.

Conclusions

The major finding which emerges from the analysis of the distribution of

jobs within the city is that a substantial portion of job opportunities are

within the central core of the city. As previously pointed out, in some industries

ii which there are a number of firms with many branches throughout the city it

is possible that there is an overestimate in the concentration of employment

close to the center of the city. This is because the head office, or the reporting

unit, frequently located in the central business district, rports the total

employment of the firm including the information from all branch operations

without specifying the employment at each individual branch This is most likely

to occur in retail trade where firms such as dairies, local supermarket chains,

etc. have several branches in Philadelphia. In .banking and to some extent real

estate operations a similar tendency can be expected.

In the opinion of the researchers, the magnitude of this bias in the data

is not large. Many multi-establishment firms do report employment separately by

branch and in some cases where city-wide employment is reported from one address

the reporting unit is not in the central core of the city. This appears to

offset the magnitude of the bias. In addition, since the tendency towards geo-

graphic concentration is consistent among most industries, many of which are

not organized in a system of branch operations, the degree of concentiation is

probably reasonably accurate.

The labor market implications of ehis result are that ghetto residents

are in close proximity to the location of a substantial portion of city jobs.

If ghetto residents have the skill and experience necessary to compete with
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nonghetto and suburban residents, and discrimination-in hiring is not present,

there does not appear to be a serious conunuting probleM for ghetto residents

who have access to automobile transportation. However, the conclusion that

most potential jobs are located near the residences of low income families

where high sectoral unemployment exists assumes that most ghetto residents

have access to automobile for travel to work. The travel time within the

inner city increases significantly when public transit is used as the means

of travel.

Chart 8 shows a comparison of highway and public transit travel time

for zip code areas of the central core of the city.5 The public transit travel

time for each d-ca collection unit is an average time for all sections of the

area. For this reason it is possible for regions at the perimeter of the central

core to have a lower average travel time than an area close to the central

business district.

The chart highlights the importance of the north-south subway line and the

east-west elevated transit line. The existence of elongated normal preference

areas of employment and the possibility of some ghetto residents being "isolated"

fram the major public transit routes within the central core is clearly demonstrated.

The comparison between public and auto transit is quite striking. The maximum

average daily travel time by auto from the perimeter of the inner city to center

city is 19 minutes while the maximum for public transit is some 43 minutes. For

the ghetto resident in some parts of North Philadelphia it may take about 70 min-

utes to travel to a job in the southwestern part of the city by public transit while

5,
The public transit commuting time was adopted from Delaware Regional Plan

Commission, 1985 Regional Transportation Plan, op.cit., Appendix III.
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it will probably take less than half that time to travel by car. The conclusion

about relative ease of commuting to potential jobs opportunities within the

central core has to be modified somewhat depending on the distribution of employ-
.

ment by public transit time. This is an important area for further analysis and

it is recommended that this research be completed to substantiate or modify the

conclusions on the concentration of employment.

The logical implication drawn from the apparent high degree of geographic

concentration of city jobs is that public policy should give the highest priority

to preparing the unc4loyed for the job opportunities close to their residences.

It is appropriate to allocate resources to change the nature of ghetto labor

supply to increase its ability to compete for inner city jobs. It ._:s,, of course

clear that the disadvantaged will never be able to compete for many jobs in the

city, especially those in the central business district which emplar a high_

pror rtion of high level manpower. Nevertheless, the analysis of available job

opportunities by occupation (Appendix IV ) shows that if the unemployed are given

somebasic skills there are many semi-skilled and low-skilled jobs within the

central core. The Concentrated Employment Program approach receives strong justi-

fication from the findings and should continue to be the basic feature of a man-

power policy which seeks to reduce high seceOral unemployment.

Since city jobs are not widely dispersed geographically the policy of

encouraging new business enterprises within the ghetto should, according to the

results, be given a lower priority than retraining the unemployed. The mere

development of new businesses does not necessarily mean that the entrepreneur will

hire the unemployed ghetto iesidents. In fact, in order to reduce the high risk

involved during the development stage of a new business the entrepreneur is

unlikely to employ labor which lacks skill and, because of their labor force

status, has had little work experience in the recent past. It is therefore concluded



-150-

that new ghetto businesses or black capitalism type-programs do not appear to

have a high payoff in reducing high sectoral unemployment. It seems that the

problem is not so much the lack of available jobs as the inability of ghetto

residents to compete effectively for these jobs. Their inability to compete

is the result of many factors including the residents' low labor productivity,

discrimination in hiring and, for a majority of ghetto families, lack of an

automobile.

The results of this chapter also indirectly call into question the policy

which places a high priority on improving the transportation network between

the inner city and other sectors of the city. Such a policy appears appropriate

only if the labor turnover and job vacancy statistics suggest higher rates in Ole

outlying areas of the city compared to the core of the city. Reasons other

A than the reduction of high ghetto unemployment may of course necessitate the

improvement of intra-city transportation; if all future expansion in employment

occurs outside the inner city this policy has a high priority as a long run

solution. As a solution to the pressing problem of unemployment the most

appropriate policy seems, however, to.be changing the labor supply so that

ghetto residents becomes more competitive in the search for jobs and .secondly,

improving the public transit system within the core of ehe city.
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CHAPTER V

EMPLOYMENT CONCENTRATION IN SUBLABOR MARKETS

In Philadelphia, as in nany of the nation's cities, a high proportion of

city jobs in most industries is concentrated in the inner city. The extent

of this concentration by travel time from the center of the city has already

been estimated but this does not describe the industrial employment structure

of the various sublabor markets identified in the study. The purpose of

this chapter is to treat each area of :the city as a subsystem of the city's

mconomy. The absolute number of jobs in each area are not compared since

the ar eas vary considerably in population, geographic area as well as total

employment. The focus of the analysis is a comparison of the employment

st:alcture of the sublabor markets within the city. This approach is useful

in forecasting the economic outlook for each area by examining the dependence

of each area on particular industries for employment opportunities. If,

for example, a ghetto area's economy tends to specialize heavily on manu-

facturing compared to other types of industry Chen a secular decline in

manufacturing within the city will acutely affect the local ghetto econamy

to 4 Ouch greater extent than the more diversified areas or those which

specialize in other industries.

The industrial structure of a local economy depends on its degree of

specialization which is a function of many variables. Included among them

are the location of transportation lines and terminals, the site of public

buildings (city hail, courts, government offices, etc.), the pattern of

residential housing, and proximity to raw materials. Moreover once an

area develops into a center of certain activities there a tendency for

ftcrstlz- specialization if agglomerative economies are present.
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Given the approximate importance of these factors in Philadelphia, a

certain pattern of industrial development could be expected. Center city

with its concentration in public facilities its role as a transportation

center, and.its past history of de elopment would suggest a high conce=tra-

tion:in business services, trade, and finance-insurance-real estate. Areas

surrounding center city with their transportation access and their role in

the city's development would probably be major concentrations of manufacturing;

these might Anclude Spring Garden, Frankford-Richbond, and North Philadelphia.

Since ratail trade tends to follow population and income movements,

rapidly growing areas like the Northeast should have a relatively large

concentration of trade. Lower income areas should be less important ta trade

and services - particularly where there is a relatively small residential

population compared to the job population.. Examples of such areas in Philadelphia

are expected to include Spring Garden and Frankford-Richmond. Some industries

like construction are much more "foot loose" in the sense that the location

of the direct economic activity varies with each building project. Consequently,

the.concentration of employment in particular'sublabor market areas due to

fhe location of the firm's administrative office has mubh less labor market

significance than is the case for other industries. In addition, no easy

prediction, based on economic rationale, can be made concerning the concen-

.tration of construction firms' main offices.

Comparative Economic Structure of Sublabor Markets

The comparison of the economic structure of the various sublabor markets

is shown by indices of employment concentration based on the location quotient

concept.' This is a device for comparing an area's percentage share of

'For a detailed discussion of the advantages and disadvantages of the
location quotient see Walter Isard, Methods of Re ional Anal sis: An Intro-
duction to Regional Science, (Cambridge, Mass. The M.I.T. Press 1960) pp.
123-126.
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employment in an induztry with its percentage share of some aggregate base.

For example, if a sublabor market accaumts for 207 of construction employ-

ment in the city and the sublabor markat's total employment is 10% of total

city employment, the sublabor markets camstruction location quotient is 2.

The location quo.t..-f.ent, with 1958 estimated employment as the base, was

calculated for each an..--jor industry in the various sublabor markets. The

results are shown graphically in Chart 9. The bar graphs are purely

descriptive statistics and variations in the value of the location quotient

in themselves carry 110 direct labor market implications. In the instances

where the value of the quotient for a given industry is more than one it simply.

means that, on the basis of an area's share of city employment, the areas

has more than its proportionate share of employment in that industry. Con-

sidered as a "separate" local economy within the city it therefore tends to

concentrate on this industry proportionately more than the other areas of

the city.

The results shown on the bar charts indicate the following differences

among the areas of the city. The low income areas of the city' (Spring Garden,

Vest and North Philadelphia) are heavily involved in manufacturing, transporta-

tion and construction. Further,.these segments of ehe economy are strong in

trade but are deficient in finance and real estate and services. Within these

particular areas, however, substantial differences emerge. A larger share of

Spring Garden's total employment is in manufacturing than is the case for

the.industrial employment distribution in West Philadelphia. West Philadelphia

has, of course, a much larger total employment and consequently has more manu-

facturing jobs even though its degree of concentration in manufacturing is less

than in the local economy in Spring Garden. Spring Garden has a very low

proportion of its employment in transportation when compared with all other

sublabor markets. West Philadelphia has-a surprisingly high proportion of

its employment in service jobs.

Center City is an area of unique characteristics. Like most other Central
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CHART 9 continue.d
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Business Districts it specializes in non-manufacturing activities,-particularly

finance-insurance-real estate and is a transportation center. The industrial

employment structure of the other non-ghetto areas is of course quite different

than the structure in Center City. South Philadelphia has a well balanced

employment structure but is proportionately low in employment in finance and

general services. By contrast, Frankford-Richmond has a rather unbalanced local

economy. Manufacturing appears to dominate the industrial structure of the area.

Primary industries and contract construction are concentrated in the Northwest

and Northeast. In addition the Northwest :s a major repository of service em-

ployment while the Northeast has substantial employment in trade.

Concentration of Industrial Employment in the City

The previous discussion has compared the economy of geographic areas of

the city by.focusing on the employment structure of each separate area. The

location quotient can also be used to compare the extent to which industry

employment is concentrated without identifying the specific geographic areas

in which each industry is concentrated. This is done by constructing localiza-

tion curves for each industry. Charts10 and 11 illustrate these curves for

the major industrial categories.*

The curves are constructed as follows: for each industry the location

quotients calculated for each area of the city are ranked highest to lowest.

For the area with the highest location quotient the percentage of employment

in this industry which is located in this area is plotted against the per-

centage of total (all industry) employment in the city. This procedure is

continued cumulatively by taking the next highest location quotient so that

the final curve is composed of straight line segments equal in number to the

number of areas of the city.2

*Primary industries was excluded because of the small number of firms
and low employment in this category.

2For a discussion of the construction of the localization curve see Isard,
op.cit., pp. 255-258.
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CHART 10
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CHART II

LOCALIZATION CURVES FOR SELECTE INDUSTIES
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The localization curve thus ranks city areas by location quotient and

the slopes of their straight ine segments measure the location quotients of

the individual city areas. If a given industry's employment is distributed

equally among the areas of the city in exactly the same way as total employ-

ment, the location quotients will all be unity and the localization curve

will be a 450 diagonal fram the origin. Any divergence in the two employ-

ment distributions will be reflected in a deviation of the curve above and

to fhe left of the 450 line. The extent of the deviation is a measure of

concentration of the industry's employment compared to overall employment..

Several localization curves have been superimposed on each graph and this

provides a means of comparing emr/oyment specialization within Philadelphia.

The localization curves shown in the charts generally confirm the ex-

pected degree of industrial concentration among che local areas of the city.

Finance, insurance and real estate is one of the most concentrated industries

and obviously agglomeration economies are extremely important to iocation

decisions for this industry. In urban areas these economies are available

in the Central Business District and the findings show that in Center City

this industry has a very large location quotient'.

At the other end of the spectrum wholesale and retail trade-is the

most widely distributed industry. Specifically, this.means that employment in

the industry has a distribution similar to the distribution of total employment.

This.is not completely unexpected but it does differ somewhat.from the

hypothesis that employment in this industry is proportionately very important

in the local areas which are heavily residential. If this were the case ale

residential areas of the city would have very high location quotients for this

particular industry and the localization curve would show considerable
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diversion from the 450 line. It therefore appears that the employment in

this industry is of similar importance in all geographic segments of the city's

economy. A more detailed breakdown of wholesale and retail trade may, of

course, show that some types of retail trade are more important in the

economy of the residential areas than in areas where industry is densely

located.

Chart 11 shows that employment in transportation and in services is

relatively more important in some sections of the city than others. This

again probably reflects the advantages of being close to other firms in the

same industry or allied industries. Chart 10 shows that employment in both

contract construction and manufacturing is not equally distributed with the

geographic pattern of total employment in the city. If manufacturing is

considered at the two digit level, howevar, there is considerable difference

among industries.

Chart.12 illustrates the locali7.ation curve for selected manufacturing

industries. As expected the more det.liled the industry analysis the more

apparent it is that sectors of the city tend to specialize by type of in-

dustry. The local areas of North, West and Northeast Philadelphia are the

locations for a large share of the rubber industry. In the economy of North

and Northeast Philadelphia the machinery industry is relatively more important

than in other areas of the city. The apparel industry, while more concentrated

in South Philadelphia than other areas, is more evenly distributed than had

been expected.

The variations among sublabor markets in the importance of manufacturing

industries in their economies is shown in Table 27. In indicates the area

possessing the largest locational quotient of each two-digit manufacturing

industry. Many of these quotients exceed 3.0, indicating a very high degree

of specialization indeed. It seems clear that.particular locational forces
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CHART 12
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Table 27

SUBLABOR MARKET AREAS WITH LARGEST LOCATION
QUOTIENTS FOR MANUFACTURING INDUSTRIES

TOTAL

Employment
(in 000's)
1968

Industry Area of
Larzest Quotient

Location
Quotient

0.01 Ordinance Northeast 5.67

27.8 Food South .2.39

0.3 Tobacco Spring Garden 8.40

20.5 Textile Mill Frankford-Richmond 2.13

40.1 Apparel, South 2.25

1.5 Lumber & Wood South 6.17

3.6 Furniture & Fixtures South 2.27

10.7 Paper Northeast 1.89

Printing &
28.7 Publishing Center City 2.39

1,6.1 Chemicals Spring Garden 3.35

5.1 Petroleum Center City 3.17

2.0 Rubber Northeast 2.73
2.2 Leather Spring Garden 1.90

. Stone, Clay
& Glass Frankford-Richmond 2.64

3.9' Primary Metal Northeast 3.21

Fabricated Metal Northeast 2.90

Machinery except
16.2 Electrical North 2.35
40.2 Electrical Machinery West . 2.96

Transportation
14.2 Equipment North 4.06

Professional &
Scientific

1.9 Instruments West 2.32

Miscellaneous
12.9 Manufacturing North 1.51

277.6
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effect concentrations of specialized manufacturing activities within given

labor submarkets. Moreover, the overall pattern of manufacturing specializa-

tion sheds little light on the likelihood of given activities resting in a

particular area. For example, for all manufacturing Frankford-Richmond has

the largest locational quotient by far but it has the largest quotient for

two-digit industries in only two cases while the Northeast with a median

quotient (1.08) ranks first in no fewer than five cases. Similarly, West

Philadelphia with a very small quotient (.66) ranks number one for.two

industries.

The total employment impact of location of indusry produces a diversi-

fied pattern of industrial employment throughout the city. For example, the

largest number of manufacturing jobs are in the apparel industry which is

extremely important in South Philadelphia. However, out of the next five

largest industries only one (food) is of prime importance in South Philadelphia

with the others scattered over the city. The local economic units of the city

represent employment centers which not only vary in absolute number of jobs

but also in the nature and extent of diversification of industrial employment.

The degree of specialization in each geographic section of the city increases

the more specific the industry designation. As a result, although a wide

variety of different types of jobs ai.e available throughout the entire labor

market the relative importance of specific types of jobs varies from one

local area to another.

Conclusions

The application of localization indices to very mall geographic areas may

emphasize weaknesses inherent in the use of these measures in concentration of

industrial employment when applied to any size of geographic area. It is

possible, for example, in defining sublabor markets that a shift in the geographic

boundary by a very short distance, perhaps one or two city blocks, may change

the value of a location quotient substantially. This is especially the case
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where the density of employment per square block is high. Nevertheless, the

focuS on sublabor markets as.the units of analysis has many advantages since

it identified the areas of the city which are important in generating, through

a multiplier effect, employment for the local sublabor market, the city and,

in some industries, a much larger geographic area.

The employment implications of the concentration of industrial employment

in the sublabor markets depends on an estimate.of the urban employment multiplier

in each local areac This concept is based on the difference between "base"

and "non-base" industries. A base industry exports a considerable share of

its output outside the metropolitan area. A non-base industry is oriented

towards supplying service to the residents of an area. It is expected that

changes in income flows in exporting s-iblabor markets (those which have a high

proportion of base industries) after a period of time also produce a series of

income changes in other local areas including those which are not exporting

sectors. The final outcome of the expansion or contraction process produces an

increase or decrease in income greater than the original change.

The level of employment is also affected by the change in income. This

impact in number of jobs varies among industries depending on the nature of

the production function. The size of the multiplier (the multiple of the

original change) is likely to be quite large for large metropolitan areas.
3

When the concept is applied to very small areas however, the multiplier is

expected to be small since much of the additional expansion which occurs be-

cause of the original expansion is likely to "leak" to other geographic areas

some of which will be located outside the metropolitan area entirely.

In view of the expected role of the employment mutliplier in small areas the

3
For an example of a statistical estimate of the urban employment mutliplier

in a metropolitan area see Se-Hark Park, "A Statistical Investigation of the
Urban Employment Multiplier", Mississilni Valley Journal of Business and Economics,
Fall 1970, pp. 10-20.
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findings on the concentration of employment in the sublabor markets suggest

the following conclusions. It is clear that.the direct employment effect of

a base industry is of considerable benefit to a local area. This applies to

both.ghettc and non-ghetto areas though the benefit to the residents of a

ghetto from having a manufacturing base industry are less certain. Ghetto

residents will only benefit if the base industry employs a high proportion of

low and semi-skilled workers and if the industry has future growth potential.

The view that a base industry with high skilled labor requirements is equally

attractive because a large urban multiplier will generate many indirect jobs

is not necessarily a valid solution to the unemployment problems of ghetto

residents. In a small areas, such as those designated in this study, leakages

from the local area are likely to result La most of the additional indirect jobs

being located some distance from the ghetto. Since ghetto residents apparently

have a relatively small normal preference area of employment they are unable

to take advantage of the indirect employment effect.

If the policy goal is to reauce high sectoral unemployment in ghetto

areas, then these areas should specialize in base industries which generate a

high proportion of direct employment per unit of investment. For example,

if the skill level and growth potential criteria are assumed constant among

industries the apparel, lumber and wood, and furniture and fixtures industries

are high priority industries for ghetto are-.- because they generate a higher

absolute number of jobs than most other industries.4

The results of the industrial employment concentration show that the relative

strength of the ghetto economies in manufacturing is encouraging. In addition,

4for a discussion of the job generating potential of manufacturing in-
dustries see Bertram W. Zumeta, "How Many Jobs Can One Job Make", Business
Review, (Federal Reserve Bank of Philadelphia, June 1966).
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the heavy concentration (,,q manufacturing in a local area clkYie to the core

a ehe city is also an advantage. However, the national trend which suggests

that in most metropolita= areas the city has failed to match the suburban

counties in the growth of-manufacturing job opportunities makes it more

difficult to reduce high smctoral unemployment in cites. In addition, the net

employment loss due to firm ent-zy-exist behavior found in some Philadelphia

ghetto areas raises some apprehension concerning future job opportunities for

ghetto residents.

It is of course possible that an increase in "non-base" industries within

the ghetto will provide employment opportunities for ghetto residents. However,

many "non-base industries are not particularly attracted to ghetto areas,

especially if their development depends primarily on the demand of local

residents. If the "non-base" industry depends primarily on the indirect jobs

created by a base industry located outside the local area the development of

this type of non-base industry in the ghetto may offset any future weakness

in manufacturing. In Philadelphia the structure of industrial employment varies

among local areas. The implications of this finding is that the increasing

tendency for the expansion of some types of manufacturing to occur outside the

city affects same local areas more than others. The policy response to this

trend is to encourage "non-base" industries in the city which will perform

services to the expanding base industries in the suburbs. It may, of course,

be difficult to achieve this type of linkage between expanding suburban manu-

facturing operations and industries in ghetto areas. Unless the linkage is

achieved or there is some other appropriate'local response to the national

trend in growth of manufacturing jobs than the economic viability of the ghetto

areas will dimini.sh. If this occurs then skill training alone will not solve

high unemployment of ghetto residents and other Policies which assist workers

to find employment in other areas of the city ot the suburbs may be required.



, CHAPTER VI

SIZE OF FIRMS AND THE LOCATION OF MAPLOYMENT OPPORTUNITIES

As urban areas become more densely populated and land values increase

it is possible that expanding businesses will move farther from the center

of the city where land values are likely to be higher than at the peri-

meter of the metropolitan area. As a result, for some industries the

average size of firm will tend to be larger the farther its location from

the center of the city. The trend may, of course, be in the opposite

direction for industries which require close proximity to the Central

Business District and are able to expand facilities by utilizing a given

land area more intensely. Some types of retail trade and financial services

may be able to expand in this manner. Consequently, it is expected that

in these industries the size of firms near the center of the city Will be

larger than firms located on the outskirts of the city.

The national trend in the growth of manufacturing employment which

has been more vapid in the counties outside the city than within the city

.is believed to be a function of the space requirements of manufacturing

industries. It is argued that in industries which are either capital in-

tensive or which have production techniques requiring a high level of output

to realize the maximum economies of scale it is likely that the farther

the distance from the center of the city the larger the size of firms.

In this chapter the relationship between size of firm and distance

from the core of the city is analyzed for manufacturing industries. The

employment implications of this trend depend on the residential distribution

within the city. Since the ghetto areas are usually close to the center of

-167-
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the city the geographic distribution of firms by size will influence the

job search process for unemployed ghetto residents. For example the approach

used to train and place unemployed residents in jobs through "job development"

procedures is likely to be different depending on whether small or large

manufacturing firms in an industry are located near the core of the city.

Large firms usually have a more formal recruitment and placement procedures

than do small firm9. Small firms are likely to rely heavily on personal

contacts through friends and current employees in the search for new

workers. In contrast, large firms rely more heavily on public and private

employment agencies and newspaper advertising. The industrial size distri-

bution of firms is therefore an important factor in any program which aims

at placing the disadvantaged ghetto residents in gainful employment.

Size of Firm Hypothesis and Method of Analysis

It is expected that in industries which employ a high proportion of low

skilled labor and if production techniques do not have substantial space

requirements the firm size will be inversely related to distance from the

center of the city. Conversely, if the availability of low skilled labor

is not important and space requirements are crucial the size of firm

is expected to vary directly with distance from the center of the city.

There are several conceptual difficulties in the approach which ex-

presses location of firms vis a vis the center of the city .s a function

of the firm's size.
1

First, it assumes that land values decrease with

distance. It is preferable to have information on the specific cost of

land by census tract or zip code. Such data are not readily available and

distance from the central business district is only a proxy for the level

1For a review of the hypotheses associated with the distance of firms
from the center of an urban area and the empirical difficulties in testing
them see A.H. Tulpole, "Dispersion of Industrial Employment in the Greater

.London Area", Regional Studies, April 1969, pp. 25-40.
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of land values. Since firms vary considerably in the number of years they

have been located in the city it is possible that for cities which have

experienced slow growth over the past decade the correlation between size

and distance may be much lower than in cities which have experienced a

higher rate of growth. Similarly, the most rapidly growing industries are

wore likely to expand near the city boundary where room for expansion

exists than are industries having a slow growth rate. Finally, the

available data only permit a cross-sectional study of firm size in one

year. A comparison of the change in the size distribution of firms over

a decade would give a much clearer indication of the influence of size of

firm and the geographic trend in employment opportunities.

The correlation between size of firm and distance from center city

was calculated for all two digit manufacturing industries. The data on

size of firm for this analysis is based on the number of employees indicated

in city wage tax returns and includes all firms reporting in 1968. Distance

is measured by the average daily highway travel time from various locations

throughout the city. 2 The following procedure was used to organize the

data for each industry. The average size of firm in each distance zone

was calculated by summing the number of employees in each firm and dividing

by the number of firms. The result was therefore an average size of firm

in a geographic section of the city. This geographic section was similar

to a postal zip code zone, though in some instances two zip codes were merged

to conform to a distance zone. The maximum number of observations was

twenty-four since this is the number of distance zones in the city. For

many industries there are fewer than twenty-four observations. This occurs

when there are no firms in a particular industry located in some distance

2For a detailed discussion of the travel time.data see Chapter IV, p. 131.



-170-

zones of the city.

The correlation of the average size of firm for a geographic area with

distance fram center city is, of course, less'desirable than the correlation

of the size of each firm with its distance from the city center. This latter

procedure would have substantially increased the number of observations.

Unfortunately, in order not to divulge the identity of individual firms it

was necessary to aggregate the firms within a geographic area of the city.

Nevertheless, the aggregate approach does give an indication of the differences

among,industries in the size distribution of firms throughout ehe city.

Geographic Trend of Firm Size Within the City

The relationship between size of firm and distance from center city

varies among industries. The extent of the variation is illustrated in

Charts 13 through 20 which represnt the linear correlation results for

selected manufacturing industries.

For each industry the simple linear correlation coefficients were

calculated for three groups of firms. The coefficient was calculated for

all firms in the industry and in addition separate calculations were made

for the large firms (reporting employment monthly) and the small firms

(reporting employment quarterly) in the industry. For almost all industries

the separate results by size of firm did not substantially change the value

of the total industry coefficient. The eletrical machLnery industry was

an exception where there was a substantial difference in valtle of the

coefficient for large and small firms. In fact, the direction of the re-

lationship was different for the two firm size categories. The coefficient

for small firms was negative, and the scatter diagram (Chart 20 ) suggests

that there is no definite relationship between the number of employees in
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the firm and its proximity to the Central Business District.

The scatter diagrams indicate that for most industries Lhi. .;23tionship

betWeen size of firm and distance from center city is not strong and in

some.instances it appears that a curvilinear, rather than a linear, rela-

tionship exists. However, since the results represent a cross sectional

analysis of firms of widely different "ages" the findings do indicate that

the locational pattern of firm size does vary considerably among industries.

For some manufacturing industries the firm size increases directly with

distance from the center of the city. This is the result for Stone, Clay,

Glass.and Concrete, Fabricated Metal, Textiles, and fhe larger firms in

Electrical Machinery. A negative correlation was found for Apparel, Lumber

and Wood, Printing and Publishing and small firms in. the Electrical Machinery.

The results shown in the scatter diagrams are illustrative of the variations

found among manufacturing industries.

In those industries where there was a positive correlation between

average number of employees and distance fram the center of the city it

appears that because of the nature of the production process they used

more land per unit of output than in industries with a negative correlation.

This is clearly the explanation for the positive correlation in fabricated

metal and the larger f!rms (17 or more employees) in the electrical machinery

industries. In .e'ditior" tLe average size of firm in these industries

is larger than in most other industries and this probably increases the

need for more land per unit.

In the Stone, Clay, Glass and Concrete industry the average size of

firm is slightly smaller than in the other industries which show a positive

correlation between size and distance. The strong positive correlation

187
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therefore suggests that in the production of stone, clay, glass and concrete

products it is not feasible tO use a given land space intensely. Consequently,

for firms with large outputs (and number of employees) it is necessary

to have a relatively large amount of land which is more readily available

the farther the location from the center of the city. The textile mill

'industry appears to contrast quite sharply with the production of stone,

clay, glass and concrete. The average size of textile mill firms is quite

large but the correlation between size and distance, though positive, is

not strong. In fact, as the scatter diagram (Chart 13)shows there is

virtually no relationship b:1!tween size and distance. The nature of pro-

duction in many segments of this industry may make it feasible to utilize

space intensely and consequently the pressure for more land as the firm

size increases is less pronounced than in many other industries. In addition,

the labor intensive nature of this industry requires large firms to locate

near or remain close to the source of supply of semi-skilled laboi and this

discourages large textile mills from locating near the perimeter of the city.

A negative relationship between size and distance exists in the Apparel,

Lumber and Wood, Printing and Publishing and small firms in the Electrical

Machinery industry. The apparel industry like the textile industry has

an Occupational structure in which semi-skilled jobs predominate. In the

apparel industry the nature of the operation also makes it possible to

utilize land space intensely by organizing production on a mdlti-floor

basis. It is for these reasons that it is possible for the large apparel

firms to locate close to center c5 An additional reason for the con-

centration of this industry close to the Central Business District is the

requirement of face to face contact with the retail industry which it supplies.
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The Printing and Publishing industry requires close proximity to the

Central Business District since a large proportion of its sales are made to

the head offices and major branches of the large corporations which usually

locate in the financial district. Governmental institutions located in the

downtown area are also potential custamers for the printing industry.

Traditionally, the newspaper industry with its need for quick access to

information also tends to choose a location close to the business and

governmental center of the city.

The fairly strong negative correlation between size and distance in

the 'lumber and wood industry is somewhat surprising. Two factors may explain

the tendency for the larger firms in the industry to be concentrated close

to the Central Business District. The average size of firms in ehis industry

is relatively small with the largest average size of firms in any distance

zone being only twenty-six employees while, as shown in Chart 15, almost

all distance zones had average firm sizes of fewer than twelve employees..

This suggests that even large firms in this industry are relatively small

operations compared to firms in other industries. Consequently, the amount

of land space required for a large firm in this industry is not likely to

be great. The reason why the large firms in the industry tend to locate

closer to the center of the city than the small firms is probably attributable

to the demandlor a low skilled labor which is more readily available in

the core of the city.

Locational Resp.irements and the Geo raphic Trend of Firm S'.iza

The impact of the economic factors influencing the size dispersion of

firms by geographic location has already been discussed for several industries.

A more extensive summary of the role of locational factors is shown in
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Table 28. If the availability of low skilled labor and the advantages of

agglomeration are important to an industry and the availability of space is

of low importance it is expected that the large firms in an industry will

tend Co locate near the Central Business District. The apparel industry

has these requirements and the results in Table 28 show that for this

industry there is a high negative correlation between firm size and distance

from the city center.

If the importance of the locational factors is completely reversed,

that is space requirements are highly important while the availability of

low skilled labor and the need for-the advantages of agglomeration are

relatively unimportant then the large firms are expected to locate farther

from the center than the small firms in the same industry. The petroleum

industry which has a high positive correlation coefficient for the size-

distance relationship is an example of this type of industry.

If the locational requirements of an industry do not conform to a

pattern associated with either of these two industries then it becomes

more difficult to predict the magnitude and direction of the trend.in the

firm size-distance relationship. In most industries which showed a negative

correlation between size and distance from the center the locational require-

ments of the industry provide an explanation for the results. In the

manufacture of transportation equipment the economic characteristics of

the production process suggest a positive correlation coefficient. The

weak negative coefficient (-.05) found in the study is perhaps attributable

to the fact that several large long established firms in the industry are

located close to core of the city and this probably influences the findings

so that there is apparently little relationship between size and. distance

1,38
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FACTORS AFFECTING DISPERSION OF FIRMS WITHIN TUE CITY

Austr.y

od

_xtile Mills

parel

Lmber

.:rniture &

Fixtures

Locational Requirements of Firms*
(Dcflree of InTaince)

Space Agglomeration Avail. of Low

(Capital Intensive (Concentration Skilled Labor

Economies of Scale) De endenc0
High Low

..LowLow

Low

.Low

Medium

:per High

17inting &

Publishing Low

_Lemicals High

Refining High

_zbber &
Plastics High

_lather Low

_:onel Clay

& Glass Medium

:7:Amery Metal High

bricated
Metal Low

_achinery Low

Machinery High

--zansportation High

:astruments Medium

High

Low

Medium

Low

High

Medium

High

High

High

IIigh

High

Low

Low.. Low

Low Low.

High High

High
I

High

Med ium
I

H igh

Med ium
J

Low

Medium High

LOV Low

Low High

Low I Low

Med ium Low.

Relationship Between Size
of Firm and Distance From

Center City
(Simple Linear Correlation

Coefficient)

. 15

.15

-.59

-.40

.07

.23

. 18. :

.62 .

.21

.52

.24

.28

.22

. 41

-.05

.15-

*The degree of importance of fa tors affecting locationaI decisions wns adapted from Federal
..eserve Bank of Philadelphia, tislinarip of Growth, (Philadelphia, Federal Reserve Bank of
_iiiladc.lphia 1967) p. 100-109.
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in this industry.

Some of the results are not easily explained by the factors influencing

the locational pattern of the industries. For example, it is rather surprising

that the coefficient of correlation for the chemical industry is only .18

given the capital intensive nature of this industry. The coefficient for

the food industry is also much lower than expected. It is emphasized,

however, that since the analysis is based on two-digit manufacturing it is

unlikely that the locational requirements are capable of explaining accurately

the relationship between size of firm and distance from the city center.

The coefficients of correlation are likely to be larger if the analysis is

conducted at the three digit level of manufacturing industry. Data at

this level are currently not readily available.

Conclusions

The cross-sectional analysis of firms in the aggregate provides an

estimate of the size distribution of manufacturing firms by distance from

the Central BuSiness District.

.This distribution of firms has several important policy implications.

In many cities the ghetto areas surround the Central Business District.

The lack of adequate public transit in these areas, its cost and car owner-

ship status of ghetto residents tend to restrict the distance the unemployed

central city resident can travel to work. Consequently, if the large firms

in an industry tend to locate near the center of the city this type of industry

provides.ghetto residents with attractive potential enployment opportunities.

For this reason the apparel, lumber, printing and publishing, leather and

transportation manufacturing industries are, on the basis of accessability,

most likely to provide job opportunities to disadvantaged workers.
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A second employment implication of the findings concerns the "job

development" activities associated with many.manpower programs. Experience

with the Job Opportunities in the Business Sector (JOBS) program suggests

that the "development" or the "pledge" of a job in the suburban ring will

be extremely difficult to fill because disadvantaged workers do not have

easy access to jobs outside the core of the city. In terms of long term

employment of the disadvantaged the most successful contracts under JOBS

are likely to be with firms within the central core of the city. In addition,

the payoff for job development effort is likely to be greater with large

rather than small firms. It is normally much easier for a firm with 500

employees to pledge 10 jobs than it is for a small with onlY 50 employees.

The importance of size of firm was recognized early in the administration

of the program and the consortium type of contract was introduced to try

to handle this problem. The manufacturing industries with large firms close

to city center therefore have more potential for the placement of workers

in the JOBS program as well as many other manpower programs.

These employment implications may have to be qualified substantir .y

if a tine series analysis of firm size showed that the size of firms

increasing more rapidly at the periphery of the city than at the core

Such a finding would suggest that the lack of space for expansion was in-

hibiting growth of firms at the center of the city. Consequently, it may

actually be economically desirable to encourage growth outside the core.

The long run manpower implications of this possibility are quite different

than the short run implications discussed above. In this case the analysis

suggests that the long run policy solution for reducing unemployment in the

ghettoes may imvolve the different task of assisting manufacturing firms which
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are experiencing space difficulties in their inner city location. This may

imvolve either some industrial land redevelopment in the core of the city

or if this proves too -_ostly it may be necessary to assist firms to relocate

in other sections of the city. If this latter policy is adopted it may

also be necessary to develop programs to enable ghetto residents to move

from the ghetto.
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CHAPTER VII

LOCATIONAL CHOICES WITHIN TEE METROPOLITAN AREA

The changing distribution of employment and establishments within

the city and the differential distribution of new businesses among sec-

tions of the city has been described in eailier parts of this study.

This chapter attempts to explain the shifts in the distribution of

employment opportunities by briefly reviewing intra-metropolitan location

theory and testing some specific hypotheses which appear relevant to

:locational'choicer- in Philadelphia,. especially for new businesses. The

factors influencing the choice of region and site decisions have been

studied for the New York Metropolitan Region1 and the Pittsburgh area.
2

These studies suggest that the major variables affecting location include

proximity to market, relative transportation costs of inputs and products,

availability of appropriate labor supply, proximity to other establish-

ments, socio-economic environment, tax structure, availability of space

and quantity and quali::y of public facilities, etc. The relative impor-

tance of each of these variables will, of course, vary from industry co

Industry. The extent to which each of.these factors exist.varies among

regions as.well as within regions. The data in this study refer mainly

to the role of these factors within the Philadelphia Metropolitan area.

011111IMM!

1
Edgar M. Hoover and Raymond Vernon. Anatomy of a Metro olis.

Cambridge, Mass.: Harvard University Press, 1959.
2
Pittsburgh Regional Planning Association. Reczion in Transition.

Pittsburgh: University of Pittsburgh Press, 1963.
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The characteristics of the Philadelphia area and the importance of

the locational factors3 along with the evidence presented in the studies

of .other metropolitan areas suggest the following hypotheses:

1. The mix and relative importance of locational factors is based

upon such characteristics as type of product, type of production tech-

nique, labor requirements, linkage requirements, transportation costs

and requirements, and market size. The difference among industries in

the importance of these factors is expected to have the fol'owing pattern:

a. Manufacturing establishments tend to emphasize the importance

of spatial considerations, access to transportation networks and, to a lessdr

extent, labor market characteristics. In particular, the relatively heavy

capital investment in plant and equipment which characterizes many manufac-

turing industries puts a premium on the availability of existing facilities

or new building sites which will permit large scale operations.

In manufacturing access to transportation facilities is also

of major concern. This-is because n large share of their.total cost of

operation involves the acquisition of inputs and the distribution of final

products. Similarly, if labor costs are a high percentage of total costs

the residential location of the potential source of labor supply becomes

'an important.consideration. If the labor required is mainly low skilled,

the firm may have to locate in close geographic proximity to low income

residential areas. If, on the other hand, a high proportion of the labor

costs are attributable to hiring high skilled manpower, the firm is less

restricted in its geographic choice of site.

3
For a brief analysis see Regional Science Research Institute, An

Investi,ation of Location Factors Influencing, the Econom of Philadel hia
Region, 1966.
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b.. Nonmanufacturing establishments place more stress on market

factors and agglomerative economiPs than do manufacturing firms. Since

nonmanufacturin.g is a category embracing a large and diversified group

of industries, it is difficult to generalize. It is preferable to con-

Sider wholesale and retail trade separately from services.
.

A primary cause o.if differences in locationai preference

within nonmanufacturing is the size and type of the market to be served.

Industries whose market is regional or national in scope would tend to

prefer the advantages of the Central Business District. Thts permits

them to take advantage of being near their competitors and to take ad-

vantage of.the other economies of agglomeration at the core of the metro-

politan area. This pattern of location is likely to be found among banks,

insurance companies, hospitals, etc. For those nonmanufacturing industries

which rely on the local market for demand for their product or service, a

much more.diverse locational pattern is expected.

2. The locational factors noted al.)ove have tended to concentrate

particular types of industries in different geographical subdivisions of

the metropolitan area. That is, firms with similar locational requirements

will locate together in that part of the urban area which satisfies their

requirements. Perhaps the most widely.accepted geographic subdivisions

are the central business district, the central city and the suburban ring.

Another geographic subdivision of importance tO manpower policy is the

gheito-nonghetto difference.

Predicting from the experience of studies done in other cities

like New York and San Francisco, one can argue that.nonmanufacturing es-

tablishments emphasizing agglomerative economics would be located in the



central business district; these would include financial institutions, corporate

headquarters, general office activities, firms offering specialized services

where close communications with customers is desirable, etc. The central city

would contain the older manufacturing and trade areas where those activities

were important when older modes of transport and higher population densities

existed. In the suburban ring the newest manufacturing establishments are

likely to be found. This is because space and better access to the newer

modes of transportation suit the needs of many manufacturers. Moreover,

durable goods producers might find a slightly lower wage level for certain

kinds of semiskilled workers.

As the population of the suburban ring expands, retail trade and certain

consumer services are expected to follow. Ocher advaritages include easier

consumer access and parking -- often at highway shopping centers -- in auto-

mobile-oriented suburbia.

3. Just as industry and geographic section of the region shape the con-

figuration of locational factors consic:ered by enterprises, so too does size

of establishment. As a broad generalization, large establishments clearly

attach.more ircqortance to space as a factor than do firms with.few employees.

Large operators also are more likely to make a careful analysis of sites E... 1

place far less weight on such personal factors as access to home of owner or

familiarity with the neighborhood.

RAasons for Choice of Location

As previously indicated the firm's choice of location is a complex

decision involving many factors. This study attempts.to assess the relative

importance of these factors for firms which.have recently selected a site for

their business activity. In interviews with a sample of city entrant firms

and a sample of firms which had recently located in the'suburban ring, the

respondent entrepreneurs were asked to rank in order of importance.the factors

which were considered in the firm's location deeision. In addition, a sample

of city eatrants was surveyed by mail and a similar ranking procedure followed.
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Table 29 shows the relative importance of location factors for all firms

surveyed by means of a frequency distribution indicating how often each of

the factors listed appeared among the two most important reasons for the firm's

choice of location. In all cases, factors relating to the availability and

price.of space were the predominant reasons for choosing the particular location.

Market factors fr'!.lowed closely in importance. When the specific reasons within

the major factors were considered, close proximity to customers ranked first,

followed by the price or availability of facilities and close proximity to

the owner's residence. Labor supply factors were only moderately important

for the larger city respondents.

Suburban entrants differed from city ones in several respects. Many more

of the establishments in the outer ring emphasized space fators, particularly

reasonable rental. On the other hand labor supply factors and environmental

issues were'weighted less. At the smne time a somewhat greater emphasis on

characteristics of access and entrepreneurial attachment was found in suburbia.

The influence of size within the city is most apparent in the role assigned

to entrepreneurial factors. The firms in the mail survey had a substantially

smaller average number of employees than did the firms in the interview sample.

As shown in the results the smaller firms place substantially greater weight

on nearness to owner's residence or the area where the owner spent his growing

years.

These overall figures, although pointing up same differences among entrants

by geographical area, ignore the impact of industry affiliation. Tables 30

and 31 show inter-industry differences by geographic area. Within the city,

manufacturing establishments place great importance upon space factors,

especially availability of facilities, and to a lesser extent, upon labor

factors -- both low-priced and low-skilled -- and the importance of highly

skilled manpower. In contrast, nonmanufacturing firms stress market factors

with special attention given to close proximity to customers. The fact that

207'
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there are major differens in seasons for choice of location by type of in-

dustry is illustrated by a rank correlation coefficient less 50 pt=cc.:=

,)etween manufc.eturing and nonmanufacturing city entrants.4

The size of firm also seems to affect the relative importance of factors

in locational preferences for manufacturing establishments. Within the city,

as shown in Table 30, the entrantg responding to the mail survey, whose

average size was considerably smaller than that of those interviewed, stressed

space and market factors with 90 percent of the iespunses citing factors in

these categories. In contrast, only about 60 percent of the responses from

the larger entrants, those surveyed by interview, emphasized space and market

factors.

The suburban manufacturing entities when compared to city entrants also

place considerable emphasis on space, especially reasonable rental or property

price but much'less stress on labor supply elements. Suburban manufacturing

is not too dissimilar from nonmanufacturing as measure,: by a rank correlation.5

Table 31 further shows differences within the large and complex non-

manufacturing sector. Among city entrants wholesale and retail establishments

reflect their strong affinity toward locating closer to the market and less

stress on proximity to a labor supply. Service firms are also concerned about

market factors, especially close proximity to customers. In fact, the prnx-

imity to customers was_ even more important to service firms than it was to

those in wholesale and retail trade. The importance of labor supply was also

relatively important to service firms especially when the market for skilled

labor was considered. The importance of space factors is given similar stress

in both the wholesale and retail trade and service sectors. The availability

of facilities is, however, afforded greater weight by service establishments

than the trading entities. Perhaps the service,firms are more'able to make

use of existing facilities than most other types of new business.

4R5 = .46 for manufacturing vs. nonmanufacturing at the .90 level of
significance

5Rs = .81 at 99 percent significance level
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Subt=ban nonman=facturing entrants differ from their city counterparts

especially when trade and service firms are considered. The stronger emphasis

on market factors, especially close proximity to customers, by suburbPn

s,ervice establishments is noteworthy. The heavy stress on space factors by

suburban trade establishments contrasts with the Lomewhat lower importance

of this factor among trade firms in the city. In the suburbs, the availability

of facilities for firms in trade is a large factor in their locational cal-

culus while suburban service businesses place greater streSs on godd access

than their wholesale-retail neighbors. Entrepreneurial factors are relatively

important for trade firms -- particularly close proximity to owner's resideace

-- compared to service firms. Smaller city entrants are leSs concerned with

parking and more concerned with legal and other environmental problems than

the larger city entrant firms.

Criteria for the Location Decisions of Ghetto and Nonghetto Firms

Clear differences emerge between city and suburban entrants and among

industry groups across geographical lines. Even within the city, sharp

differences exist as between firms in low income or "ghetto" areas and

those locating in the rest of the central city.. According to the results

in Table 32, the ghetto establishments are less concerned-than nonghetto

firms about market factors, particularly proximity to'customers, the ex-

pansion of local markets, and the proxlmity to skilled labor; On the other

hand, space advantages within the ghetto are apparently a major attractive

force for certain entrants (the larger firms) since facilities are available

and rentals are relatively low.

The elements influencing the locational choice of ghetto entrants may

reflect the industrial and occupational characteristics of the firms. Certain'
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manufac_ :ing activ=ties which require relatively low skilled labor appear

to describe many entrants to the ghetto. These firms seek low cost space

and facilities and require low cost labor. .Sometimes the advantage of low

cost and available space outweighs many disadvantages -- including the lack

of a.nearby skilled labor supply. Many marginal enterprises no doubt locate

in the ghetto in the hope of surviving in the low cost, low price segment

of an industry. There are, of course, environmental disadvantages associated

with the ghetto location and these can be inferred from the slightly greater

concern shown.by ghetto firms for vandalism and general legal problems.

Nevertheless in Philadr,lphia, like many other cities, the ghetto areas are

close to center city and this proximity allows some firms, as in tl-Ce printing

industry, to avail themselves of the economies of agglomeration which off-

set the disadvantages of this type of area.

There were only a few differences between large firm (interviewed city

entrants) and small firm (mail survey city entrants) responses when comparing

the ghetto-nonghetto resul's. An example of these differences is that the

smaller entrants in the ghetto stress proximity to customers mnre than do

their nonghetto counterparts. Overall, however, there is a close similarity

in locational requirements (as measured by rank correlation) becween the

ghetto and nonghetto firms irrespective of size.6

The major contrast is among ghetto firms of different size. The

larger ones put less stress on market, environmental, and entrepreneUrial

factors but much more on labor and space elements. It would seem natural

to expect larger units to worry more about facilities and their price.

6For interview entrants, Rs = .61 at 95 percent confidence level, for
mail entrants, Rs = .77 at 98 percent.confidence level
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Locational Disadvantages

Another way of analyzing the "locational package" of an area within

the region is to ascertain its major locational disadvantages. Of course,

entrants expressing discontent concerning their present site may simply

have underestimated these factors or, more likely, were unaware of them

when entering but rated the aevantages more important on balance.

Table 33 shows the results of surveys asking for the single major

disadvantage of a firm's current location. City and suburban entrants

and existing city establishments were included in the sample. City and

suburban entrants were in dispue as to the relative importance of loca-

tional disadvantages but in some respects older establishments in the

city (the existing firms) responded quite like the suburban entrants

concerning current locational problems. This suggests that the existing

firm in the city may not find the solution to its problems in the su.,urbs.

From the standpoint of all respondents, the threat of theft and

-vandalimmwas the major disadvantage cited. This disadvantage was par-

ticularly important to city entrants with same 28 percent of ehe respondents

mentioning this as a major disadvantage. It was much less important to

suburban entrants and existing city firms ehough still one of the most

.significant disadvantages. Space and market factors were generally listed

as other major problems. Room for expansion and adequate parking were

major issues for some firms, especially among city firms.
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Variations in disadvantages become more pronounced when the industrial

differences are cOnsidered. -In both the city and the suburbs, manufacturing

establishments put major weight on space problems -- especially for expansion.

However, the suburban firms were twice as concerned with this factor as a

disadvantage, with about one-third of them placing it at the top of their

list of disadvantages.

Although all city entrants showed a much greater concern for environmental

problems than did suburban entrants and existing city firms; this difference

was especially great in manufacturing. About a quarter of new sulmrban manu-

facturers cited environment disadvantages compared to nearly one half of

city entrants who stressed environmental disadvantages. The most prominent

disadvantage within the environment groups was, of course, fear of theft

and vandalism. Labor supply factors were not viewed as a major disadvantage

by any group of firms though the suburban entrants did consider it a problem

and appeared to be concerned with their proximity to low priced labor. In

those instances ,4t;.= the city entrants mentioned labor supply disadvantages,

the problem was proximity to skilled labor.

The results suggest a significant city-suburban contrast on locational

disadvantages. For suburban firms in many industrial categories the general

absence of major locational problems resulted in 40 percent of the responses

falling in the "other" category which included a wide variety of individual-

ized disadvantages. Of those that did mention one of the disadvantages listed,

one.out of every six cited lack of close proximity to a lower-priced labor

supply. The other major disadvantages were absence of reasonable rentals

or property prices and good accessilbility.
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The city entrant responses reflected the varied problems that are usually

associated with central city locations. The risk of theft or vandalism was

noted as the single most significant disadvdntage with 21 percent of all non-

manufacturing entrants putting it at the top of their list. Second in importance

were market factors with the foremost among them being adequate customer park-

ing; city entrants in wholesale and retail trade ranked this disadvantage much

more significant than nonmanufacturing firms as a group.

This disparity between sectors of the nonmanufacturing group shows

up in other ways, particularly among entrants. For example, space problems

in terms of toom for expansion represents 18 percent of the disadvantages

for all nonmanufacturing but one third of trade establishments list it; as

a significant problem. Similarly, access has double the importance among

trade respondents as other nonmanufacturing firms. By contrast, as would

be expected, among smaller.organizations, the trade establishments are less

concerned about labor factors, many kinds of special legal problems, and

distance separating them from :similar businesses.

Variations by Type of Firm and glassaphic Location

Another view of locational disadvantages is expressed by existing

business firms in Table 34. From a city-wide standpoint new establish-

ments are most concerned with the problems of the hnmediate environment,

especially of theft and vandalism threats; some 35.percent of entrants

rate environmental factors the major disadvantage as compared with 16 per-

cent-of the existing firms. Theft and vandalism represented the bulk

of this major locational discontent. Existing firms differ from their

newer counterparts in few other aspects of locational disadvantages. The

exceptions are a slightly greater emphasis on space factors by existing
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units an6 more stress on the problem of labor supply, especially close

proximity to skilled labor by new firms.

.- Categorizing the city into "ghetto" and "nonghetto" areas reveals 'some

major variations in respect to disadvantages. The major differences seem to

stem from geography rather than from establishment industry or size. For

example, market factors -- especially adeqUate parking -- is a much more

pressing problem in nonghetto areas; the influence of center city (when

-considered as a nonghetto area) is undoubtedly involved in this response.

The.really deep felt problem in.the ghetto is that of theft and vandalism.

Forty-three percent of ghetto entrants and over one-fourth of the established

firms rate it as the chief disadvantage of their location. The difference

befween the two groups of establishments is probably related to the in-

dustrial composition and the rather broad range of locations lumped together

under the nonghetto headings. Since manufacturing is somewhat more heavily

represented in the established firms they are not as sensitive to 'icrime

. :-problems' as the direct consumer servicing establishments. The diversity

: of the nonghetto area can e *somewhat misleading. For example, the loca-
.

tional disadvantages in center city.are quite different from.those in the

Northeast section of the city.

Desirability of ReloCation

Another way of judging the locational disadvantages of areas is to ask

already established enterprises as to whether they would be willing to move.

Even though stated willingness to relOcate does not man that actual movement

will occur, it does reflect the feeling of managers about their present site.

.Tables. 35 and 36 'pose the choice in terms of no significant moving

costs to the firm.. As Table 35 'shows almost one-half of.all sampled
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Table .35

1

PROPORTION OF EXISTING FIRgS WILLING TO RELOCATE IF NO SIGNIFICANT MOVING COST INVOLVED

tY FIRM'S INDUSTRY AND GEOGRAPHIC LOCATION

Proportion of Firms

All Firms 47

Ghetto Firms 65

Non-Ghetto Firms 38

All Manufacturing Firms

-AU Non-Manufacturing Firms

Wholesale and Retail Trade*

- Servieee

Contract Constructio'e

,

25

50

49

50.

33

. .
... .

. . . . .'

7

*These categoiies do not exhaust the set "A11 Non-Manufacturing Firms."



1

establishments (94 in all) felt the urge to move. However, about two-thirds

of the Oletto firms were so dispbsed compared to only 38 percent of all other

-citYestablishments. Moreover, it was* mainly the nonmanufacturing establishme4t5

which indicated a tendency to move with 50 percent of them wishing to move

.compared to only 25 percent of the manufacturing firms. Within the_non-

_manufacturing sector, trade and service units were the major respondents.

Along with the "push" to move, the rocational decision also involves

a "pull" toward particular areas as shown in Table 36: There was a clear

trend in.favor of the newer, developing areas of the region which include

industrial parks, a growing population, and rising .rchmsing power. One-

half of.the establishments desizing to move would prefer the suburbs as a

new location and another fifth would seek a site in Northeast Philadelphia.

'Another 14 percent wanted to leave this region altogether while 9 percent

lad their sights on center city.

_The ghetto and nonghetto establishments as before, differed somewhat in

-their appraisal of preferred location. Ghetto firms were more likely to-seek

'out the Northeast or the subUrbs while nonghetto firms had much more otienta-

tion toward center city or toward leaving.the region.

Part.of the explanation for these differences was no doubt the effect of

industrial composition of the respondents. The manufacturing units either

sought the Northeat or wanted to move outside the region. Even though they

represent a small sample, it is of intetest that none mentioned the suburbs

or anywhere else-in the city.

The nonmanufacturing firms particularly in the service sector, put great

stress on the advantages of the suburbs and to a lesser extent, the Northeast.

Wholesale-retail units liked center city as well as the Northeast-suburbia
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complex. . However, many were willing to go to the far reaches of the region

.or outside of it altogether.

Conclusions

The locational survey, of new establishments in the city, in suburbia and

of well established' enterprises in Philadelphia is a cross sectional view of

a long-term process of locational change in the region. A series of inter-

related forces produce a complex weave of job and establishment movements

some aspects of which are discussed in an earlier part of this study. The

forces influencing this dynamic change include the aging of central cities,

the development of new transportation arteries, the shift of population,

the changing mix of purchasing power, the growth and decline of demand in

. various types of industries, and continuous revisions in governmental policies

relating to land use.

The analysis focuses on three major parpmeters of intrarmetropolitan loca-

tion: industry Composaion, characteristics of the geographic segments of

the region, and size of establishments. The findings substantiate the im-

portance of these variables in locational.choice as measured by questioning

reasons for location, advantages and disadvantages of current sites, and the

willingness to move.

Among entrants, space and market factors assume primary importance.

Smaller establishments and some of the suburban ones, rank entrepreneurial

. ;

preferences high.

The availability of space and facilities, its price, and the ability to

expand are major forces "pulling" manufacturing entrants both within and out-

side of Philadelphia. Nonmanufacturing units are more market oriented and

somestress economies of agglomeration in the city.
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Ironically space advantages which pull firms to suburbia also attract

them to the city's ghettos vs availability of cheap facilities and close

proximity to the central business district provide a "hot house" for newer

establishments, especially the older areas outside the central business

district.

The city clearly has problems in supplying the locational characteristics

preferred by new firms. This is shown by a very strong desire on the part of

establishment to leave if the opportunity arises; this is especially pronounced

among the newer firms. Although room for expansion, availability of customer

parking, and problems of transportation access are viewed as important dis-

advantages of a city location, the overriding issue especially in the ghetto

and among smaller nonmanufacturing enterprises is the fear of theft and

: vandalism.

This interwoven picture of locational pulls and pushes has public

policy implications. To achieve the goal of making the city more attrac-

tive to business will probably require adjustments in land use, building

codes, and tax policy to make sites cheaper and to provide low-cost means

of expanding existing facilities. A more rational automobile parking

; policy outside the CBD might help some firms. The nature and quality of

the urban labor force does not seem to be a major disadvantage to locating.

lin the city. Consequently, impTing the .quality of labor.supgy in itself

ii not expected to change locational patterns.

:Most important from the standpoint ot keeping and/or attracting jobs to

the ghetto would be to arrest or reduce the fear of theft and vandalism.

Unless this is done, the ghetto might not only continue to lose Manufacturing

jobs but- might even experience a loss of nonmanufacturing jolis. The desire



to mc c out pf the ghetto by ttw business is strong and so widespread

that LIG th-2at of increasit ouLmigration is a possibility in a central

'city like Philadelphia.

.

41.
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CHAPTER VIII

LOCATION OF BUSINESS AND THE EMPLOYMENT OF LOCAL RESIDENTS

The industrial and geographic distribution of employment within

a 'city describes the pattern of labor demand and consequently identifies

where potential employment opportunities are located. To fully evaluate

the employment impact of new business formations however, it is important

to know not only the geographic location of firms with job openings, but

also to what extent a firm which locates within a particular section

of the city actually provides job for the residents of that area. This

question is, of couse, equally important for all job opportunities

including those created by existing firms. For example, new businesses,

the expansion of existing firms and normal labor turnover may create a

substantial number of employment opportunities in ghetto areas while

at the same time the direct employment impact on ghetto residehts may be

small. This occurs if most of the job openings are filled by persons living

outside the ghetto. Such an.effect could be the result of skill require-

ments associated with the occupational structure in the firms with the

job vacancies, racial discrimination, or perhaps because of lack of

transportation facilities within and among ghetto areas compared to the

facilities that link the core of the city with the outlying residential

areas.

In order to study such possibilities and to give a more complete

picture of the pattern of labor demand, the mail survey included several

broad questions on the distance of employee's residences from the firm's
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location and how their employees travelled to work.

Patterns of Residential Proximity of Employees

The distances between a firm's location and its employees' residences

is determined by the interaction of its industrial characteristics, its

occupational structure and its geographic location within the metropolitan

area with the commuting preferences and geographic location of the labor

force from which it hires. In the short run, a period in which workers

are not able to change their place of residence, this interaction is

essentially a supply-demand relationship in which commuting distances

are determined rather than the wage rate which is assumed fixed. In

the longer run it would be expected that residential patterns would change

although the direction this chance would take in uncertain. Many employees

would seek to economize on transportation costs by moving closer to their

place of employment. Others, however, might be induced to seek residential

amenities farther from the location of their plant by higher incames

resulting from continued employment and job tenure. Furthermore, the

short run is most relevant to designing most types of demand-oriented

manpower programs for two very important reasons. First, the purpose of

these programs is to create new jobs and thus the residential location

of the employees hired initially will be of greatest concern. Secondly,

residential segregation limits the geographic mobility of many of the

persons in the target population of such manpower programg.

The supply side of the equation determining residential proximity

of a firm's employees describes the commuting preferences of labor.

At any given level of unemployment and rate of compensation there exists

a maximum commuting effort each worker will make to get to his place of
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employment. The distance which will be travelled from the worker's home

as a result of this cammuting effort will be determined by his alternative

evaluations of commuting costs, in time and expense, and leisure. At high

rates of unemployment, higher wages or quicker means of transportation he

will be willing to commute farther.

The geographic area that can be reached from the worker's residence

by that commuting effort he is willing to make at the existing rates of

unemployment and wages, etc., has been called his "normal preference area"

'1
by Goldner*. Demand oriented manpower programs must locate new jobs

within the normal preference area of persons living in areas of high

sectoral unemployment. Of the several factors affecting the size and

shape of this preference are, one of the most important is the available

transportation network. It will be elongated along the major arteries and,

for fhe worker who has no automobile, it will be restricted to those areas

served by the public transportation system. The size of the normal pre-

ference area is likely to increase with income since the worker will be

willing to travel farther because of higher wages and his ability to afford

more comfortable and less geographically restricted modes of transportation

such as the automobile. In addition there are probably significant

variations in the size and shape of the preference are by age and sex

of the worker.

Another factor which affects the geographic portion of the labor

market in which a worker will consider employment s the distribution

system of labor market information. It has been found that the geo-

Oft,

3-*Coldner, 22. cit., p. 113
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graphic scope of information.dissemination will vary with the skill and

pay level of the job in a manner similar to the variation between pay

level and commuting preferences. Formal advertising and specialized

private employment agencies will reach the entire metropolitan area for

high level manpower. Personal contacts with friends and relatives, on

the other hand, which limits information to jobs in a more restricted

area, are the dominant channels for many occupations, especially those

of lower skill and pay.

The demand.side of the equation determining the residential proximity

of a firms employees is described by the firm's industrial type, its

occupational structure and its geographic location in relation to residential

areas. An understanding of the effect of these factors is one of the

more important prerequisites to planning effective job creation programs.

If businesses are to be created within the ghetto it will be important to

know the types of firms which hire a large proportion of their employees

from the local area. If such firms are not found suitable for meeting

policy objectives, then the effects of industrial type and location on

the distances from which employees are hired will provide information on

the obstacles which need to be overcome.

.The firm's industry type is the most important variable ia the demand

equation since it largely determines the firms occupation and salary

structure, its intrametropolitan location and the level of external

costs it imposes on its inmediate neighborhood. The occupation and wage

structure determine levels of employee compensation which are so important

in the individual's normal preference area decision. For each job in

the firm, assuming perfectly competitive conditions and equal pay and



commuting preferences for each worker in that job, the firm will be

located at the boundary of.the normal preference area for the last employee

hired in that job. Thus, the hiring radius for a given job will equal the

radius of the normal preference areas of persons hired for that job.

The last najor consideration in the determination of the residential

proximity of employees is the effects of residential amenities and firm

location. All employees, no matter what their income would be expected

to economize on travel time and expense, but in previous studies.it has

been shown that workers tend to do so only when their expected levels

of residential amenities, such as open space, safe streets and clean air,

are met. 2- An individual's demand for a quality living environment appears

to be income elastic. Therefore the higher an individual's income, the

more likely he is to choose a residential location which provides greater

space and an attractive neighborhood. For numerous reasons the quality

of living environments tends to increase farther.from the location of

busivess activity. This is partly because business operations impose

costs on the immediate neighborhood environment. Another reason is the

tendency observed in this study of all major industry groups to be highly

concentrated at the core of the city. Perhapi because of this and the

lower intensity of land use and the lower average age of structures as

one moves away from the central core; the residential environment is likely

to improve as one moves out toward the suburban ring. It is therefore

expected that, in general, employees in managerial, professional-technical

and other high paying occupations will commute farther is due to both their

larger normal preference areas and the fact that their expected level of

2
See. J. R. Meyer, J. F. Kain and.14. Whl, The Urban Transportation

Problem, (Cambridge, Mass: Harvard University Press, 1965) pp. 122-123.



residential amenities are likely to be met farther from the place of

business activity.

Industry type, in addition to determining the income of its employees

also influences the location of the firm within the metropolitan area and

in relation to residential neighborhoods of varying socio-econamic

characteristics. A large number of finance, insurance and real estate firms,

for example, locate in the central business district. This makes it necessary

for their higher income employees who live in the suburbs to commute

farther on the average than employees of equal pay in other industries.

Similarly, many manufacturing industries impose heavy costs on their

immediate neighborhood in the form of odors, smoke, noise and unsightly

structure. Employees of a given pay level will seek to live farther away

from such operations. Conversely, retail establishments, which impose

fewer costs on the community and tend to locate as close to residential

areas, would have a larger number of employees living nearby.

On the basis of this analysis, several observable patterns were

expected in the relation between a firm's industry type and Whether it

is located in ghetto, non-ghetto, or central business district sections

of the city of Philadelphia. In general, those industries with higher

average wages will have a longer average commuting radius for their

employees. For this reason employees in manufacturing are likely to

commute farther distances than employees in non-manufacturing firms.

Since the occupational and salary structure within wholesale and retail

trade firms includes a high proportion of.semi-skilled, low paying jobs,

many of the employees are likely to live close to the place of operations.

Retail trade firms would also tend to locate close to residential areas.
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There are, of course, exceptions to this general tendency, especially

when more specific types of industries are concerned. For example the

wage and salary structure in textile manufacturing is lower than that of

the insuraLce industry and, therefore, the general manufacturing-non-

manufacturing differences do not apply. In addition, the nature of operations

in some industries is quite unique and this will dominate the commuting

pattern of its employees. For some contract construction firms, especially

non-union and non-commercial enterprises, it would be expected that employees

would travel a considerable distance to the place of work.

Differences in the residential proximity of employees of firms located

in ghetto and "in-ghetto areas were expected to be influenced in part by

racial factors. If a ghetto firm employs, for whatever reason, a high

proportion of white workers, the existing segregated housing patterns in

urban areas will necessarily mean longer commuting distances for its em-

ployees. If the racial composition of the ghetto firm's work force is

mainly nonwhite, most of its employees will live a shorter distance away.

The location of ghetto areas close to the center of the city will also

affect ghetto-non-ghetto differences in commuting patterns. Since the

distance from more desireable residential areas decreases as one moves

away from the central business district, the propor4on of employees

Living close to the firm's location would be expected to iacrease the

closer is that location to the suburban ring. Since the non-ghetto

seczions of Philadelphia are generally closer to the suburban ring, a larger

proportion of the employees of firms locating there would live nearby than

for firms in ghetto sections. This does not imply, however, that ghetto

residents would travel farther, only that the majority of persons employed
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in ghetto located firms do not also live there.

Another faCtor affecting the ghetto-nonghetto-central business

differences in employee residence patterns is the difference in transportation

services available to these sectors. Most public transportation and auto-

mobile arteries connect the central core with outlying areas, thus reducing

the travel time and expense incurred by persons living farther away from

firms located where these converge, in the ghetto sections and central

business district. .The relative scarcity of public transportation in

nonghetto areas is expected to result in a larger proportion of employees

who.will need to work for a firm within walking distance of their homes.

The lower density of workplaces per unit of land characteristic of non-

ghetto areas may offset such a tendency, however, by reducing the probability

that a wdrker wIll find a job that close.

Work-Residence Relationship for Industrial Groups

In the mail survey of both entrant and existing firms the 6ntrepreneurs

or senior executives were asked the number of their employees who resided

in each of the following distance zones: near the plant (within a two mile

radius of the plant), the remainder of Philadelphia or in the suburbs.

The results for the proportion of the firms' employees living within two

miles of the plant are shown in Table 37 . The data are presented by

-type of industry and geographic location of the firm so that the hypotheses

previously discussed may be analyzed.

A fairly high proportion (slightly more than a third) of entrepreneurs

in entrant firms said that none of their employees lived within the two

mlle radius while about one fifth said that all employees lived close to

the firm's location. It is interesting that the existing firms' employees
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appear to reside somewhat farther from the plant than is the case for

entrant firm employees. Almost one half of existing firms indicated that

all their employees were outside the two mile geographic area. Apparently

the new business hired a substantial proportion of its employees from

fhe immediate locality but in time when the firm is well established

some of its original employees have moved to more distance residential

locations and/or the firm's recruitment efforts are directed towards a

more extensive geographic population of manpower for its labor supply.

The hypothesis that a lower proportion of manufacturing firms' em-

ployees live closer to the plant is partially supported by the entrant

responses. The results show that manufacturing firms tended to have a

lower proporfion of :heir work force within the two mile radius. AbDut

4,ne third of the nDn-manufacturing_firms, compared to only 147 of manu-

facturing firms indicated that more than two thirds of their employees

were in close proximity to the plant. However, since manufacturing

firms had a 'lower proportion of firms with no employees close to the

establishment the results do not permit the hypothesis to be accepted

with.'certainty. The issue is also not clear when the existing firms

are considered since there is apparently no significant difference between

the results for existing manufacturing and non-manufacturing firms; about

50% of both types of firms said that none of their employees lived within

the vicinity of the establishment.

As anticipated there was considerable variation within the' non-

manufacturing sector. Over 407 of firms in wholesale and retail trade

indicated that all of their employees lived in the vicinity of the es-

tablishment and.an additional lb% said.fhat more than two-thirds of their
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employees were within the two mile,r_iius. The information obtained from

existing firms did not reveal a similar finding. A much lower proportion

of their wholesale and retail trade employees lived close to the firms.

The residential pattern for employees in new firms in the service

sector was in market contrast to the pattern for new firms in whole-

sale and retail trade. Almost half of the service section entrants

had none of their employees close to the establishment. This was also

the case in existing service firms. This pattern seems r_.antrary to the

expected one since the average wage In the service sector is lower than

that in manufacturing. The concentration of service establishments

in the central business district, relatively isolated front most residential

areas and close to a large number af economical public t=mnsit routes,

Is probably the best explanation. Service sector employees in existing

41,

firms apparently have a similar preference.

Due to the nature of the construction industry in which a firm would

be expected to accept nilmerous projects from a large geographic area and

to hire a large part of its work force specifically for a given job from

the trade unions, it appeared likely that many of the persons employed by

construction firms would reside quite far from those firms' locations.

The results for the entrant firms support this presumption. The findings

for construction workers in existing firms showed a surprisingly high

proportion living close to the place of operations. Almost half of these

firms said that over two-thirds of their employees lived within the two

mile radius. It is not possible to make confidence predictions about the

behavior of construction workers in existing firms because of the small
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number of construction firms responding to the mail survey. It is possible,

however, that new construction firms are more likely to accept contracts

within a much larger geographic area than existing firms since the new

firm has fewer business contacts. AnoLae.r possibility is that more

established firms will hire certain tradesmen on a regular basis, especially

those living near the firm's location which would tend to be at the center

of the firm's area of operation.

The employe=5 of city firms who do not live within the two mile area

usu,lly reside in the remaining area of Philadelphia. Few firms had

substantial portions of their labor'force living in the suburbs. The

results showed that about a third of city firms had less.than 337 of their

employees residing in the suburbs. 3 The suburban areas were most important

among manufacturing employees with 437 of the firms indicating up to one

third of their employees living in the suburbs and an additional 147

reported that between a third and two thirds lived outside of the city.

For non-manufacturing firms the data showed that the suburbs were pro-

portionately much less important as a place of residence for employees.

This finding provides some additional weight .to the conclusion that al

higher proportion of employees in manufacturing firms live a substantial

distance from the plant.

The suburban residential location was found to be moderately important

to employees in construction and in the service sector. This finding is

consistent with the results in Table which showed a higher proportion

of employees in these industries did not live close to the work site.

The suburban data for existing firms suggested similar conclusions from

3rhe data showing the proportion of employees is not reported in de-
tail since the findings are related to the results in Table 26, p. 143.
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responses by type of industry.

Work-Residence Ralationship by location of the Firm

The city entrant firm responses do not appear to support the hypothesis

that a high proportion of employees in nonghetto firms and a low proportion

of ghetto firm employees reside tm close proximity to the plant. The data

actually suggests :he opposite relationship. Over a third of ghetto firms

said that over two thirds of their employees 'lived within two miles of the

plant and only about 20% of the firms had no employees living clbse to the

work site. Among the nonghetto firms 40% had none of their employees in

the vicinity of the plant and appare:ntly commute a longer distance than

employees in ghetto firms. Most employees of firms in the central business

district did not live within the two mile area. Over 90% of the firms

indicated that either none or less _han a third of their employees resided

close to the firm. Most of these employees live in the remaining part of

the city. The same is true for both ghetto end nonghetto firm employees

who do not reside near their employer's place of business. The suburbs are,

however, a more frequent choice for ghetto and central business district

firms' employees who do not live close to the firm. About half the firms

in the central business district and about a third of ghetto firms estimated

-that up to one third of their emploYees resided in the suburbs. For the

ghetto entrant firm, therefore, a high proportion of employees live close

to the establishment and of those who do not the suburbs is. almost as

imOortant a residential location as the remainder of the city. One factor

affecting this result may be the existence of a good transportation network

between the core of the city and the suburbs.

The hypothesis that a high proportion of nonghetto firm employees
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and a low proportion of ghet17.7.) zlirm employees are residentially close

to their place of work is auDpc7ted by the data on existing firms, shown

in Table 37 Almost three-71tz :ers of the ghetto firms said that

either none or less than a i of their employees lived within two

mlles of their work. The o==_I more distance residential areas within the

city were most important te E.het=o firm employees. A similar finding was

obtained for existing firms t te central business district, except that

the suburbs were relatively 1E. anre important residential choice for

employees of firms in this L on. The employees of existing firms in

nonghetto areas were more to live close to their work and of those

who did not reside within the 7710 mile area most were in the city rather

than the suburbs.

.The previously discussed tendency for new businesses to hire employees

close to the plant is particulf-ly true of new firms in the ghetto. Con-

sequently, the hypothesis that a ligh proportion of new ghetto firm

employees commute some distance to their work is not supported. In

time, however, once the new fimat is established, and presumably increases

in size, the residential pattern of the ghetto firm's employees may change.

If this occurs the proportiam of eLployees living in the vicinity of the

firm will decline substantially and become ldWer than the proportion of

employees in nonghetto firms residing near the firm.

Patterns in Means of Journey to Work

The mode of travel for employees is likely to e a function of the

density of work places (per unit of land).and the proportion of the firm's

work force which l.ive close the plant. A low density of work places

is likely to belpoorly servicee by public transportation and a high
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proportion of workers will have to use private automobi1es.4 Consequently

it is expected that in suburban areas and nonghetto areas of the city,

other than the central business district, the automobile will be the

major means of transportation. In addition, the relatively high proportion

of employees living close to the plant in nonghetto areas indicates that

a larger proportion of employees will walk to work compared to employees

in firms located in either the ghetto or central business district areas.

Public transportation will be utilized proportionately more by

employees working in the high work place density areas of the central

business district and to a lesser extent ghetto areas, provided of course

that a relatively high proportion of employees in ghetto firms live close

to the work site.

The modal method of transportation for various industries depends

on both residential proxiMity of employees and the location of firms

in relation to the public and highway transit system. Since the proportion

of employees living close to the plant is lower for manufacturing than for

non-manufacturing, and because wholesale and retail trade firms are likely

to locate close to public transit, a larger proportion of manufacturing

employees will use automobiles. Non-manufacturing employees will have a

better opportunity to use public transit and walk to work.

Entrant Em lo ees' Means of Trans ortation

The iata on Table 38 were compiled from the interviews conducted

with the sample of 113 firms which started business in the city during

1967. The entrepreneur was asked to identify the number of his employees

who used each of thc three major means of transportation. The results

4
See J. R. Meyer, J. F. Kain, M. wohr 2 op. cit., p. 130.
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for all firms show that the automobile is clearly the most important method

used by employees. Only 127 of the firms said that none of their employees

travelled to work by auto and in about half the firms over two thirds of

the employees drove their private car to work. Public transportation

was the next most important means of travel with walking only important

to a small proportion of employees in a few firms. In fact, nearly three

quarters of the firms said that none of their employees walked to work.

The relative importance of each of these means of transportation

varies with the geographic location of the firm. Employees who work in

new businesses in the central business district walk less and use the

automobile less for journey to work than employees of new firms in other

areas. The major means of transportation for this group of employees is

public tra:nsportation. The remarkably high proportion of one half of

.central business district entrepreneurs said that more than two thirds

of their employees traveled to work by public transportation.

Although walking to work was not frequently used by employees it

was relatively more important to employees in nonghetto firms than for firms

in other geographic areas. The nonghetto firm-employees also used the

public transportation more frequently than ghetto firm employees. Almost

one fhird of the nonghetto firms indicated that more.than two dhirds of

their employees journeyed to work on the public transit system. Employees

of ghetto firms relied heavily on fhe automobile with one hill of the ghetto

firms estimating that over two thirds of their employees used this mode

of travel.

These findings are not entirely consistent with the expected pattern

of means of travel to work. The hypothesis that the areas of high work
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place density arc well scrviced,by the public transportation system

appears justified on the experience of the new business in the central

business discrict. It was expected that the nohghetto firms would rely

more'on walking to work than other groups of firms and this view was

substantiated. However, it was not expected that the nonghetto firms

would have less reliance on the autanobile than the ghetto area. This

heavy reliance on the automobile clearly indicates lack of commuter

serv!..7.es between the ghetto and the residential areas of ghetto employees.

Perhaps the lack of "corridor patterns" to the ghetto means that large

parts of the ghetto areas are isolated fran the public transportation

system servicing both nOnghetto and ghetto residential locations. Apparenbr

ly, not only does the ghetto resident require an autamobile to get employment

in a nonghetto area but for those living in nonghetto areas and working

in the ghetto the automobile is also an important means of transportation.

There 3.s not much difference in means of travel used by employees

in the various industries. The employees in the service and wholesale and

retail trade industries have a slightly different pattern than employees

in Other industries. The employees in wholesale and retail trade walk to

work more frequently than most other groups and in the service sector the

public transportation system is used more than in other industries. These

variations are'interpreted to be more a function of locational bias of the

industries rather than the nature of the industry. However, the relatively

low wages in wholesale and retail trade occupationsowy prevent same

employees from accepting a job unless the transportation costs are not

high. Consequently, job seekers will prefer to live near Eheir work lo-

cation so that. 'they Can walk to work. The frequently'changing nature of

;re4.14



the work site in the construction industry makes the automobile an essential

asset for almost all emploYees.

The results of the stiburban interviews in Table 39 are, with a few

exceptions, consistent with the analysis of the city entrant firms.

Suburban employees rely even more heavily on the automobile than do those

employed in city firms. This is especially the case for employees in

manufacturing where almost all the firms indicated that more than two

thirds of their employees travelled to work by car. This was a Much

greater proportion than in non-manufacturing. As for the city firms

the only sector where public transportation is important is in the service

industries. Presumably, business and personal services are located in

nodes of population concentration in suburban towns and this makes it

feasible for public transit to provide service. In many cases this

service may be part of suburban central business district corridors and

may even involve reverse commuting. However, apart for this industry,

public transit as a means of journey to work is much less important to

employees in suburban entrant firms than it is for new businesses in the

city.

Conclusion

The results of this chapter provide same indirect evidence on the

impact of new business formations on'the employment opportunities for

residents in the core of the city. The employment possibilities for ghetto

residents are, of course, increased if the new businesses are located in

the ghetto area since new firms recruit a higher proportion of their employees

from the hnmediate environment than do existing firms in the same geographic

area.

4 5



Table 39
Proportion of Suburban Entrant Firms' Employees Using Major Means of Transportation

Proportion'of Employees
Using Means of

Transportation

Walk
No Employees

1 - 33%

.34 - 66%

67 - 100%

TOTAL

Automobile
No Employees

.1 - 33%.

34 - 66%

67 - 100%

TOTAL
-

Public
No Employees

1 - 33%

34 - 66%

67 - .100%

TOTAL

Type of Industry

All
Fiims

%

Manuf- Non Manuf-
acturing acturing
% %

--
Wholesale
& Retail Service Contract

Trade Constructi
% % %

80 96 62.- 55 50.
.

100

16 4 28 . 27
_

50 0

..
0 0

.

5 0

ioo loo loo loo loo loo

o .. o o

,

19 27
.

17

14 4 24 10. 66

78 96 57 63 17 100

f00 100 100 100 100 100

66 74 57 64 16 .100

18. 22 14 . 18 17

14 4 24. 18 .50

0 5 0 17 o

no:. loo loo loo. -100 loo

Based on interviews of a sample of 44 firms. The average size of firm as of une 1969 was
29.3 employees.
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The important question for public policy is which type of nt.-..w

businesses generate the greatest amount of local employment. This study

suggests that the non-manufacturing firms, especially in wholesale and

retail trade and in the non-business service sector, hire a larger pro-

portion of their employees from the firm's immediate environment than

do manufacturing firms. New construction firms located in the ghetto

are not likely to generate much employment among ghetto residents since

most of their employees require a car for commuting to the work site and,

perhaps related to this finding, most workers appear to live some distance

from the firm's location.

There are, however, several findings which suggest that any public

policy which seeks to attract new businesses to the ghetto will have a

low payoff for ghetto residents. It appears that once the new firm is

established the.proportion of the labor force from the ghetto declines.

This may, of course, occur because employees who once lived in .the ghetto

have moved to a nonghetto area. The impression gained in conducting the

study is that the reason is simply that once the firm is established

it enlarges the geographic dimensions of its search for employees and this

extends beyond the boundaries of the ghetto area. It was also found

that the rate of expansion in employment during the development stage of

the new firm's life was much slower for ghetto than for nonghetto firms.

This suggest that it may be difficult to achieve a high degree of economic

success from any policy which conctntrates on aiding new ghetto firms.

The journey to work section of the study shows the high reliance of

employees on the autamobile. The lack of utilization of public transport

and walking by.employees in ghetto firms suggests that some ghetto area
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firms and residential areas may be somewhat isolated from the public

transit network. It therefore appears that the contribution of new

businesses to solving the high unemployment rate among ghetto residents

is not expected to be great unless public policy is able to rapidly

increase the size of these new firms and induce employers to hire a

larger proportion of ghetto residents.
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THE ENTREPRENEUR AND TIM MANAGER IN UMAN ENTERPRISES

The supply of entrepreneurs ih a particular industry and location depends

directly on the investment opportunities available at any point in time. These

opportunities in a local clrea are affected by the expectel return to the investv.ent

which is dependent on demand pressure created by consumer preference and the level

of per capita income both within the local area and its larger econwaie environment.

The entrepreneurial response to the investment opportunities is also influenced by

the level of per capita income since this affects ability to raise initial funds

and the cost involved in acquiring the basic skill and knowledge necessary to .

embark on the new ehterprise.

The personal characteristics of the individual who decides to establish a

new business in an urban env.ironment are also likely to influence the supply function

of entrepreneurs. The exact role hich the characteristics of age, education and

experience play in determining the nature and location of business is, of course,

probably indeterminate but a comparative analysis of the businessman's personil

characteristics in different types of firms does provide an insight into the

"managerial background" associated with new businesses.

In this chapter the comparative analysis involves sample data collected

from the entrant firms, the suburban entrantg and the existing establish:.:ents. The

data for fhe entrant firms ire reported separately for the nail questionnaire and

the nterview survey. Respondents from new rmtrant firms and existing firms in

many cases do not perform the 'sama preci.se functions within their respective

organizations. Th the entrant firms the respondent businessman is mainly an

entrepreneur whose function is:

1ftr.a:more e.!ctailed discusf:ion of the entrepreneurial supply function

seellarvey Leibenstein, Economic Backwardness ahd Economic Growth (New York:

John Wily & Sons, Ync., 1962) pp. 121-M6.
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To reform or revolutionize thc pattern of production by exploiting

.an invention or, nor'e generally, ap untried technological po:nqibility

(or) by opening up a new source of supply of vaterials or a new

outlet for products

The new businessman also has to perform an administi:ative funct5on and ir many

instances may be actually involved in the direct production of the firm's output.

In contrast, Ole respondent from the existing firm.while a senior executive is

unlikely to participate directly in producing the firm's output and the "entrepreneurie.1"

type of decisions he is required to make may be made in conjunction with other senior

.

iDfficials including members of a board of directors. Consequently, these differences

in functions performed may be associated uith slightly different personal character-

istics among the.groups of respondents.

Variations. in Entrepreneurial Characteristics

Variations in the nature and geographic location of new.industries suggest

the existence of several regularities in the characteristics of entrepreneurs and

top level managers, The precise formulation of some of these expected regularities

are as follows:

1. Entrepreneurs (and managers) in manufacturing firm§ have had more

formal education and more expctrience in the same industry than nonmanufacturing

entrepreneurs.

Since the nature of production is usually more technical in manufacturing

than in non.nanufacturiqg it is more difficult to begin operations in a manufacturing

enterprIse unless the entrepreneur has had previous experience in a similar type

of production. In addition, entry into many nonmonufacturing industries probably

21- A
. ontcn0. Aumpater, CapitnlisMI_Socialism and Demacracv (New York:

Harper & BrOthcrs, 1950 p. 132.
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requires littleformal educational training. As a result, it is likely that on the

average nonmanufacturing entrepreneurs will have less formal education than their

counterpart in manufacturing.

2. Entr.--t cntrupreneuzs are younger than top managers from existing

firms in similar industries. The age differential between the new entrepreneur

and the top manager in the established firm is related to the size of the organ-

ization. Fir= which have been established for SOM2 time are usually larger in

size and have a more complex management hierarchy. Progress to the top of this

type of organization usually takes many years and as a result it is likely that

the average age of top level decisionmakers in existing firms will be quite high

compared to.the ent'repreneur who establishes a new business.

It is expected that L:he black entrepreneur is older than his white.

. counterpart. The. reason 'for this differential is probably attributable to

the lower per capita income among blacks compared to vhites. Consequently, the

lack of financial resources and other barriers restrict business opportunities

for young blacks.

3. A comparison of the ghetto and nonghetto entrepreneur is likely to

reveal that blacks tend to establish busiviesses in the ghetto, and that the

ghetto entrepreneur is older, has less formal education and has had less previous

experience in the same *industry..

Studies have shon that black busine are not widely distributed

throughout all geographic sections of the city. They arc usually concentrated in

a fep areas where a relatively'high proportion of the negro population resides.

For example, in one city.in 1954 some 77 percent of Negro businesses were located

in three.of the city's 20 business areas and'about 40 percent of all back business

was.located in one area which accounted for about onethird of the city's Negro

population. 3.

3
Eugene P. Foley, "The Negro Businescman: In Search of a Tradition,"

DneJal.us, p. 113.
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It is also expec.ted that the ghetto entrepreneur Jl be somewhat

o]/tr ti-,an the nonghetto e-ILrepreneur since the black entrepreneurs who tend to

be restricted (because of Hserimination and by individual choice) to ghetto

locations are expected to olar than whites. In recent years there has

been considerable change ilL the ownership and structure of businesses within

ghetto areas. Many white businesmen are apparently moving out of the inner

city and indigenous black entrepreneurs are increasingly becoming more important

in the ghetto business structure. This development is being encouraged by

current public policy and as a result it is likely that many ghetto entrepreneurs

are entering business with little previous business experience.

4. New businesses require start-up capital.and it is expected that the

entrepreneur will provide a large part of these funds. Furthermore ghetto

entrepreneurs will tend to provide a larger share of the total funds required

than the non-ghetto entrepreneur. An additional factor influencing the type

of business started by entrepreneurs of different socio-economic groups is

differences in capital requirements by type of industry. In general it is

expected that a larger amount of funds is required to establish-a new firm in

manufacturing than in non-:manufacturing.

The capital requirements of manufacturing usually involve larger funding

than non-manufacturing activities. Differences in scale of operations (number of

employees) could, of course, affect this hypothesis but since all new entrants

are relatively small in size it is expected that the data will support the

hypothesis. It is alleged that the ghetto entrant has difficulty in obtaining

credit either because of discrimination and/or-a host of ghetto market factors,

such as fluctuating income base, poor transportation, etc., and consequently the

ghetto entrepreneur is likely to contribute a sizable proportion of the original

capital from his own savings.

The foregoing expected regularities in the characteristics of the

entrepreneur are explored in the present study. The size of-the sample in
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some categories pf the firms studied restricts the testing of the hypothesis in

a definitive manner. The data are, however, sufficient either to provide some

substantive support or to question some of the generalizations made about

entl'epreneurs in urban areas.

Entrepreneurial Characteristics and Type of Industry

The job requirements necessary to initiate and direct a new business

are likely to require many skills and knowledge which are quite similar. On

the other hand, entry into the construction industry as an entrepreneur is

.likely to involve quite different past experience than is the case in wholesale

and retail trade. The demographic and educational background of entrepreneurs

may be an important factor in determining the type of business chosen as the new

business activity.

(a) Demographic Characteristics

Table 40 shows the distribution of the entrepreneurs' racial and age

characteristics by type of industry for three categories of entrant firms and

for a sample of existing firms. One of the most striking results is the relatively

low proportion of non-white entrepreneurs. Given the residential pattern of

whites and non-whites in metropolitan areas it is expected that most negro

businesses are concentrated in the central city and few in the suburban ring.

In the sample of 1967 suburban entrants none of the entrepreneurs was non-white.

The proportion of non-whites in the three categories of city firms varied from

47 of the respondents from the existing firms to 147 among the entrant firms in

the mail survey. The difference in the racial characteristics between city

entrants and st'burban entrants was statistically significant at the 90% level

for the entrant interviews and the suburban firms.4

4The Chi kuare test was used to test the level of significance of

differences in results throughout this chapter.
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These findings may be a reflection of the socio-economic changes

which have been occurring in urban areas during the past decade. As already

discussed,.there has been a movement of whites from their residences in the

cenftal city. This, coupled with the deteriorating business climate for

many owners of small firms, and especially white owners, has apparently

motivated white entrepreneurs to look to the suburban ring and selected non-'

ghetto areas of the city as potential location sites. In the interviews with

white entrepreneurs, and sometimes in additional comments to the mail questionnaires,

the difficulties accompanying the central core location were frequently Mentioned

and the criticism of the surrounding physical environment such as the high crime

rate was often expressed in racial terms.

Several possibilites may explain the difference between the proportion

of non-whites as top level managers in existing firms and the proportion Lmong

the entrant (mail) firms. The influx of non-whites to the central city has

created a substantial non-white consumer market, The goods which are supplied in

this market are mostly imports to the geographic area but a large part of the

distribution of these goods and other.local services is likely to be provided

from within the boundaries of the central core. However, the movement of white

businessmen to other parts of the metropolis has resulted in opportunities for

new businesses in this.section of the city. The social pressure from within the

black community to improve their economic status by relying on their own resources

and a public policy which encourages black capitalism may partially explain why

a much larger proportion of non-white entrepreneurs were found among city entrants

than the proportion of non-white top level managers in the existing firms which

have been established for many years._

The non-white entrepreneurs and top level managers ate not uniformly
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distributed throughout all major types of industry. None of the respondent

firms in contract construction were headed by non-whites. Similarly, among

manufacturing and wholesale and retail trade firms which had been established

for some time there were no non-white top level managers. This was not true

of both samples of city entrants. Non-white entrepreneurs were direc

between 7 and 14% of the new enterprises, depending on the specific entrant

sample. Similarly, depending on the industry group, between 57 of.the interview

entrants and 25% of the mail entrants were headed by non-whi.tes. This difference

between the existing and entrant firms may also be a reflection of the overall

growing participation of blacks in the organization and management of business

activity. 5 Nevertheless, despite the apparent increasing importance of blacks

in manufacturing, the wholesale and retail trade and the service sectors continue

to offer most entrepreneUrial oppc aity to non-whites.
6

The variation in the mean age of respondents in each category of firms

confirms the hypothesis that entrant entrepreneurs are younger than managers

from existing firms and this differential is significant at the 99% level. The

average age of managers in existing firms is some 7 years higher than the

average age of entrepreneurs in the entrant firms. This differential in age

is present when entrant firms and existing firms are compared for each

broad industry group.

5
The racial difference between city entrants and established firms is

statistically significant but only at the 75% level for the city interview
and existing firm samples.

()There was no significant racial difference between manufacturing and
non-manufacturing city entrepreneurs. The difference between manufacturing and
sectors within non-manufacturing probably was significant but the size of the
sample restricted a meaningful Chi Square test.
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City entrant entrepreneurs te7d to be younger than suburban

entrepreneurs and this difference is significant at the 80% 7R 1. The

difference in age between manufacturing and non-manufacturing managers was

significant in existing firms (80% level) but not significant in the entrant

firms. However, among the entrant firms the entrepreneurs in the manufacturing

and service sectors tend to the younger than in other types of industry. In,

contrast, in the existing firms the youngest managers tend to be.wholesale and

retail trade.

(b) Level of Formal Education

Table 41 shows tbat about one-third of all entrepreneurs and managers

are college graduates. As expected, however, there are differences in the

formal educational attainment level of respondents in different industry

groups. For all groups of firms the entrepreneurs in the service sector

had received the most formal education before establishing a business enterprie.

A large number of the respondents from this group of firms provided business

serv4ces rather than personal services and to some extent this is likely

to account for the overall service sector being directed by a highly

educated group of individuals. .Among all groups of entrant firms, except

,the interview sample, manufacturing entrepreneurs are also a highly educated

group. This is Particularly true among the entrant (mail survey) firms where

the educational difference between manufacturing and non-manufacturing

entrepreneurs is significant at the 90% level. This finding may be partially

eXplained by a bias among.those responding to mail questionnaires. However,

even though the bias may be present, t1-3 same high educational level was

not found among manufacturing managers in existing firms whO also responded

by mail. Within the existing firms the managers in contract construction

and services had more formal education'than the manufacturing managers.

The relatively low ove.rall educational attainment in this category of firms

may be a reflection of the high average age of these managers,.especially
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for those in manufacturing firms.

The relatively lower level of education among city entrant interviewees

may be partially explained by the presence of ghetto entrepreneurs and

black entrepreneurs who are likely to have had less opportunity to acquire

higher education.

The results of the analysis of formal education confirm that manufacturing

entrepreneurs have more formal education than most groups of non-manufacturing

entrepreneurs. The service sector is a possible exception where the

presence of business service entrepreneurs tends to raise the educational

level of all antrepreneurs in the sector.

(c) Nature of Previous Experience

Experience in the same industry is likely to be a prerequisite for

entry into most industries. Most entrepreneurs and managers did indicate

this type of prior experience but between one.quarter and one-third of

all respondents said they had no such experience.

From Table 42 , which illustrates the variations by type of industry,

.it is apparent that in some industries entrepreneurs have had less prior

experience in the same industry than in others. There is no significant

difference between manufacturing and non-manufacturing respondents in the

city mail entrant survey or in the survey of existing firms. Significant

differences were found between these industrial categories for the city

entrant interviews (at the 907 level) and the suburban firms (at the 85%

level). In both cases a higher proportion (between 13 to 207 higLer) of

manufacturing respondents said they had some experiences in the same industry

than did the nonrmanC17acturing respondents.

The importance of experience in the same industry vari mong

respondents vithin the non-manufr,cturing category. Among most sanii of

firms it was found that i: the construction industry a very high proportion
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.of the entrepreneurs had previous experience. ln contrast, among those in

wholesale and retail trade a very high proportion (between one-third and a

half) of the respondents said they had no experience in this industry

before starting operations. It is therefore not surprising that potential

black entreprencurs,.who for various reasons have usually been unable to

acqui..e the basic skill and experience necessary in industries in which .

the production process is technical in nature., have frequently established

their new business in wholesale and retail trade.

It is intererl-ing to know something about the nature of the respondents'

previous job experience. Do most entrepreneurs have a substantial amount

of managerial'experience before embarking on their own venture? Table 42

presents an index of the importance of several types of experience which

provides an insight into this type of question.

For entrant entrepreneurs managerial experience is generally the most

important prerequisite, at least in terms of exposure before starting

.the business. This is followed by nonsupervisory experience with exposure

to beg,.in,ng level management jobs, such as first line foreman, being

the least mentioned.

Among existing firms all managers tend to have been exposed to all

three types of occupational experience, although when the mean number of

years 5n eich'type of position is calculated a pattern similar to the

.entrant entrepreneurs emerges. This suggests that the entrepreneur or

top level manager in the existing firm receives diverse 'raining experience

but only spends a short time in the nonmanagerial ranks pnd moves quickly

into the managerial hierarchy where Ile 'receives most of his experience.

Although managerial experienr.e is generally most important for entrant

entrepreneus, it is likely that 'a conSiderable amount of experience will

also have been acquired in nonmnnagerial and beginning supervisory positions.
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In some industry categories there was a deviation from this general pattern

of type of previous experience. For example, in the service, contract

construction, and wholesale and retail trade sectors nonsupervisory experience

was of greater importance than in manufacturing firms among the city (mail

survey) and suburban entrants.

Characteristics of Ghetto and Non-f7hetto Entre reneurs

Studies of black businesses have found that such enterprises are

concentrated in particular geographic ar,as of the city. The data from this

particular study can be used to confirm or question this .hypothesis by

analyzing the racial characteristics of the ghetto and non-ghetto entrepreneurs

in the samples of firms surveyed. In addition, the age, education, and

previous experience in industry is compared by geographic location of the

business,

(a) Demogruhic Characteristics

The racial d!.stribution of entrepreneurs by geographic location, shown

in Table 43 , clearly supports the hypothesis that proportionately, black

entrepreneurs tend to locate in ghetto areas. Between one-quarter and one-

third.of all entrants to geographic areas which contain a significant ghetto

are headed by blacks. In contrast, only about 47 of entrants to areas

without any ghetto are organized by black entrepreneurs. Similar-racial differences

exist among the sample of existing firms. The differences in racial distribution

of entrepreneurs and managers in all samples of firms is statistically significant

above the 95% level. Since the proportion of blacks in both ghetto and non-

ghetto firms is.greater than the proportion in existing firms, the suggestion

that non-whites are increasingly directing their own economic .activity is again

illustrated.

There waS no significant age differential between managers in ghetto
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TABLE 43

PERSONAL CHARACTERISTICS OF ENTREPRENEURS AND MANAGERS
BY.CATEGORY OF FIRM AND GEOGRAPHICAL LOCATION

Type of Firm

Race
(Per Cent Distribution)

White Nonwhite Total <40 Yrs.

Age
(Per Cent Distribution)

40-54 Yrs. >54 Yrs. Total

Entrant (Mail)

All Firms (n = 91) 84 14 100 47 41 12 100

Ghetto Firms 63 ..38 100 46 50 4 100

Nonghetto Firms 96 4 100 47 38 15 100

Entrant (Intervic)

All Firms (n = 113) 93 7 100 42 45.. 14 100

Ghetto Firms 79 21 100 36 54 11 -100

Nonghetto Firms 96 4 100 43 43 15 100

Suburban Entrant

All Firms (n = 44) 100 0 100 39 57 5 100

Di-atila Fizils__

All Firms (n .--- 141) 96 4 1.00 18 49 33 100
.

Ghetto Firms 92 8 100 16 38 . 46 100

:Non1etto Firms 99 1 100 19 30 51 100
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nonghetto firms which had been in existence for some time. For.the sample

of city..entrant (interview) firms there was also no si nificant difference

in age-differential. In the c-fty entrant (mail) sample IL appears that

the ghetto respondents tend to be younger although the age differential

was only significant at the 60% level. This finding does not support

the hypothesis that ghetto entrepreneurs tend to be older than their

count-rparts in nonghettn geographic areas. This result should, however,

be treated with considerable caution since it probably reflects a non-

respondeht bias in that the younger nonwhite entrepreneurs were apparently

more enthusiastic in thei:.: participation in a study of:ghetto business.

On the other hand, a tl-end towards pore younger blacks starting businesses

in thezhetto may be emerging. If true, this is certainly a break with

ItradItion.

(b) Level of Formal Education

The distribution of level of edueation.between ghetto and nonghetLo

entrepreneurs neither definitively confirms* supports the Contention

fhat in new ghetto firms entrepreneurs have less education Chan entre-

preneurs in the nonghetto section of the city. The results in table 44

suggest that in the mail entrant survey the ghetto entrepreneur has more

formal education, but the difference is significant at a very low level of

confidence. On the other hand, nonghetto entrepreneurs in the interview

sample and managers in ex5sting firms have more education than their

counterparts in ghetto firms. Since it is believed that the better

educated were more prone to participate in the study, the nonrespondent

bias in the mail entrant survey may partially explain thi s. apparent conflict

in results.. The levels of confidence in the educational differentials

in the city interview study and the existing firm survey were relat!..vely
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TABLE 44

FORMAL EDUCATION OF ENTREPRENEURS AND MANAGERS
BY CATEGORY OF FIRM AND TYPE OF INDUSTRY

(Per Cent Distribution)

Less Than
H.S. Grad

Level of.Formal Education

Post H.S.
Tech or Bus. College or

H.S. Grad Experience Total
.School Grad Univ Grad

(Non Grad)

Entrant (Mail)

All Firms (n = 91)

Ghetto Firms

gonghetto Firms

Entrant (Interview)

. All Firms (n = 113)

Ghetto Firms

Nonghetto Firms

Suburban Entrant

til Firms (n = 44)

Existing Firms

(n = 141)

Ghetto Firms

Nonghetto Firms

:. .

16 22 14 6

14 18 18 0

17 24 13 8

%)

20 25 27 6

30 33 15'. 7

16 23 31 5

21 12 35 2

24 18 19 .7

31. 18 20 2

. ,

19 18 19 11

42 100

50 100

38 100

22 100

15 .100

25 100

30 100

32 100.

29 100

33 100
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high (80%.and 757, respectively). On balence it is therefore concluded that

entrepreneurs and managers in nonghetto firms have generally more formal

'education than those in ghetto enterprises.

(c) Nature of Previous Execrience

Table 45 presents the data on the proportion of respondents who had

experience in the same industry before embarking on ti)eir on operatiuns.

The findings are fairly consistent for both the entrant and existing firms.

Nonghetto entrepreneurs and managers have had more experience in the same

industry than the entrepreneurs and managers in ghetto firms. The differences

between ghetto and nonghetto are not statistically significant for respondents

in the interview entrant sample but significant for the entrant mail survey

(at the 90% level) and the survey of existing firms (at C..e 95% level). This

is a rather importat finding since it suggests that there are more entre-

preneurs and managers in ghetto areas who enter with the disadvantage of

. unfamiliarity with some of the operations of their particular type of firm.

The importance of this disadvantage, of course, may be less significant in

some types of industries, but it is likelyto increase the probability of

failure among ghetto enterprises.

.The results on the importance of several types of previous experience

are somewhat conflicting. In the mail survey of entrants the ghetto

respondents stressed previous managerial experience as most important,

followed by nonsupervisory and finally lo,:er level supervisory experience.

The nonghetto respondents, on the other hand, stressed managerial and non-

supervisory experience as about cqua in importance. In contrast, the

interview entrant reIles showed that managerial experience was m'ore

important to nonghetto entrepreneurs than it was to ghetto entrepreneurs.

It is difficult to' be sure of the reason for this difference, and any
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conclusion from this particular result is fairly speculative.

The Ent=neur and Financing the New Business

Financing a new business places considerable demands on the entrepreneur's

financial resources. It is likely that a fairly high proportion of the initial

funding is borne by the individual, despite the possible assistance from

relatives, friends, and financial institutions. Most new businesses are

small as measured by the number of employees, and it is expected that the

initial amount of funds invested is also quite small. Is there a difference

in the amount of initial funding by type of industry and geographic location

of the new business? It is also interesting to know whether some groups of

entrepreneurs contribute a higher proportion of the funds than other groups.

For example, do ghetto.entreprenerus have more difficulty.in receiving

external financing and therefore have to finance the initial investment out

of their personal resources?
0.

(a) Financing by Type 2f Firm and Type of Industry

Table 46 shows that thc initial financial investment in most new

businesses is relatively small. Among the city entrant firths surveyed

about one-half said the funds put into the business were less than $10,000.

The suburban entrants tended to involve a somewhat 12rger financial investment

-.with almost one-fifth of the firms exceeding the $100,000 amount compared

to about one-seventh of the city entralits with Olis size of investment.

The difference in size of investment between city and suburban entrants was

statistically significant at tho.857, level,

There is apparently variation in initial funds invested by type of

industry. Manufacturing city entrants invested more than did nonmanufacturing

entrants in the city. This difference was significant, but only at the 50%

level. It is, cif course, not possible to attribute this Offcrence solely
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to the nature of the industry. Obviously the scale of operations has

a great deal to do with the funds necessary.to the business. In contrast,

among the suburban entrants, non-manufacturing firms involved a larger

finthlcial outlay than the manufacturing businesses (significant at the

90% level). In the suburbs, the firms in wholesale and retail trade,

services, and even in the few construction firms studied r ceived higher

initial financing than manufacturing firms in the suburbs. This is a rather

surprising result since if it were possible to standardize for scale of

operations, one would expect more funds necessary in manufacturing. It

must therefore be tentatively concluded that the non-manufacturing entrants

in the suburbs were larger in average size than any other industrial group

of entrants.

The.proportion of funds actually contributed by the entrepreneur

- also varied by type of entrant. It is clear from Table V-7 that in city

entrants the entrepreneur contributed a higher proportion of the total

funding than was the case for suburban entrants (significant difference

at the 90% level). In almost two-thirds of new businesses in the city

the entrepreneur supplied more than three-quarters of the initial funds.

This occurred in only about one-third of the suburban new businesses.

In the city manufacturing entrepreneurs tended to contribute a higher

proportion of initial funds than did the non-manufacturing managers (significant

difference at the 75% level). There was a significantly different result

in the reverse direction among suburban entrepreneUrs. These differences

are difficult to explain on any theoretical grounds since manufacturing firms

in the city required absolutely more funds than did manufacturing firms while

the opposite occurred in the suburbs. It was expected that as.the absolute

amount of funds increased the entrepreneurs contribution would decline.

(b) Financin: by Geographic Area of the City

Table 47 categorizes the responses by ghetto and non-ghetto area of

270



T
A
B
L
E
 
4
7

'

F
I
N
A
N
C
I
N
G
 
O
F
 
N
E
W
 
B
U
S
I
N
E
S
S
 
B
Y
 
T
Y
P
E
 
O
F
 
E
N
T
R
A
N
T
 
A
N
D
 
G
E
O
G
R
A
P
H
I
C
A
L
 
L
O
C
A
T
I
O
N

7
y
p
e
 
o
f
 
F
i
r
m

I
n
i
t
i
a
l
 
F
u
n
d
s
 
I
n
v
e
s
t
e
d

(
P
e
r
 
C
e
n
t
 
D
i
s
t
r
i
b
u
t
i
o
n
)

.
P
r
o
p
o
r
t
i
o
n
 
o
f
 
F
u
n
d
s

C
o
n
t
r
i
b
u
t
e
d
 
b
y
 
E
n
t
r
e
p
r
e
n
e
u
r

(
P
e
r
 
C
e
n
t
 
D
i
s
t
r
i
b
u
t
i
o
n
)

.
<
$
1
0
,
0
0
0

1
0
-
2
5
,
0
0
0

2
5
-
1
0
0
,
0
0
0
 
.
>
1
0
0
,
0
0
0

T
o
t
a
l

0
%

1
-
2

2
5
-
4
9

5
0
-
7
4

7
5
-
1
0
0

.
T
b
t
a
l

(
I
n
t
e
r
v
i
e
w
.
)

1
1
 
F
i
r
m
s
 
(
l
a
 
=
 
1
1
3
)

5
3

2
0

2
2

1
0
0

1
5

1
1

6
0

5
9

G
h
e
t
t
o

'

5
4

.
2
1

1
7

8
1
0
0
.

1
1

1
6

.
5

1
1

N
o
n
s
h
e
t
t
o

5
2

1
9
-

'

2
3

5
1
0
0

1
6

9
6

9
5
9

;
u
b
u
r
b
a
n
 
E
n
t
r
a
n
t

V
I

1
(
n
 
=
 
4
4
)

'

4
5

1
8

'

1
8

1
8

1
0
0

3
2

1
2

9
1
2

3
5

1
0
0

1
0
0

1
0
0

1
0
0



-256-

the city. The results show.that ghetto firms have, generally, invested

a'larger amount of initial funds than have the non-ghetto firms. It also

shows that there is no significant difference in the proportion of funds

invested by the ghetto entrepreneur compared to his counterpart who locates

in a non-ghetto area. The results provide no direct evidence that it is

more difficult to finance a new enterprise in' the ghetto than in other areas

of the city. It is, of course, pcssible that black entrepreneur in the

ghetto have tO contribute a higher proportion of funds than white entre-

preneurs in the ghetto. This does not seem likely based on the evidence

of this study since the relatively high proportion of non-white entrepreneurs

in ghetto areas would surely have increased the proportion of all entre-

preneurs in these areas who contribute a high proportion of total funds.

It is rather sui.prising to find that a fairly large proportion of

all entrepreneurs did not contribute any of the initial funds to start

their businesses. The proportion was especially high among suburban

entrants with about 30% saying they contributed none of the initial financing.

This practice was much less prevalent among city entrants. It is apparent that in

some instances a substantial amount of funding was contributed by relatives of

the entrepreneur. This finding also suggests that the franchise may be an

important means of establishing a new business in the suburbs.

Conclusions

The results of the analysis of this chapter provide many insights

into the regularities in entrepreneurial characteristics which are expected

to be related tO the nature of the industry and the location of the firm.

The number of firms in each sample selected is not large enough to test

hypotheses in a definitive way;.but the results do provide Useful information

for public policy decisions.
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It seems clear that potential nonwhite entrepreneurs are post likely

to enter business in low income areas of.the .city. Although this is

probably a matter of choice as ciell as op ortunity, it is questionable

whether it is desirable for this tendency to occur. It seems likely that

there are opportunities for nonwhite entrepreneurs in the suburbs and nonghetto

areas of the city, and public policy should encourage blacks to locate their

businesses outside as well as within the ghetto areas.

The nonwhite entrepreneur is still most likely to enter the wholesale

and retail trade and service sectors, and have less previous experience

in industry before starting bus_ness. In addition, the ghetto entrepreneur

tends to have somewhat less education than the nonghetto entrepreneur. If

the nonwhite entrepreneur is to have an equal opportunity of being successful,

:it may be necessary to develop an entrepreneurial trainina program as part

of the nation's manpower program. Such a program should be *something more

than.a business management education program; it should include practical

exp6rience in the management and operations Of the industry the entrepreneur

intends to enter. Perhaps a cooperative program between schools of business

and on-the-job training in industry would.be an appropriate format to

follow.

The finding supported most of the other expected regularities disCussed

.at the outset of the. chapter. Entrepreneurs in manufacturing firms were

found to have more formal education and more expbrience in the same industry

than entrepreneurs in most nonmanufacturing industries. Entrant entrepreneurs

were younger than top level managers in existing firms.' However, the hypo-

thesis that black entrepreneurs are older than white entrepreneurs was mit'

supported. This finding may be partly attributable to public policy over

the past several years which has tended to.encourage increased black

participation in business.ownership.
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In the financing of ne businesses the city entrepreneurs consistently

contributed a higher voportion of the jnitial funds than the suburban

entieprencurs who apparently utilized external financing to a greater

extent. There was no significant difference between ghetto and nonghetto

entrepreneurs in the proportion of funds personally contributed to the

orjginal investment. There was no evjdcnce.from these data that ghetto

entrepreneurs had to use larger or less outside funding. No doubt,

entrepreneurs, ghetto and nonghetto, white and nonwhite, would benefit

significantly from government programs to give financial assistance to

new businepses, but tile results of this study suggest..that programs which

give potential entrepreneurs training and experience in management

probably should be given a higher priority.
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CHAPTER X

PUBLIC POLICY AND URBAN LABOR MARKETS

A successful strategy for reducing the high sectoral unemployment

which exists in mapy segments of urban labor markets probably depends

on a more complete examination of the nature of labor demand and supply

than contained in this study. For example, the socio-economic environment

of the local areas within the city will affect both the supply and demand

for labor within the city. Consequently, the overall strategy for improving

the employment potential within the ghetto should consider the influenre

of.the level of crime, poor housing, inadequacies in the educational systeri,

the incidence of poverty etc., as well as other factors which have a more

direct impact on high unemployment. The present study, was not intended

to deal with all the socio-economic characteristics of the inner city and

it is the,:efore not possible to present here an overall solution to urban

employment problemse The results of the study do, however, make it

.feasible to examine several possible policy option-i which are aimed at

increasing the potential employment opportunities available to inner city

residents.

Direct Assistance to Industry:

Most economic evidence suggests'that low income areas of the city

are not attractive geographic locations for new or expanding firms in most

industries. The locational factors important to business include tax

policies, the transportation costs of inputs and outputs, the local

labor market, the existence 'of external economies and the.availability

and cost of sites. .The quality of these factors are, usually less desirable
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in ghetto areas compared to other potential locations in nonghetto areas.

While nonghetto areas within metropolitan areas usually present a

much more favorable combination of these factors than do the ghetto areas,

there are some exceptions which do make the ghetto areas attractive to

some new businesses. For example, it is relatively easy for small firms

to acquire space at reasonable cost and this may be enough to offset some

of the disadvantages usually associated with ghetto areas. If, however,

new firms in these areas of the city experience some initial success

their long-run expansion may prove extremely diffidult because of the

physcal constraints of limited space or the high cost of expansion.

Unless expressly induced by public policy it is unl'kely that the ghetto

areas will ever become attractive locations for businesses which are

expected to experience long-run expansion in the scale of their operations.

(a) Aid to Ghetto Businesses

The principle argument for assisting new lyisiness involves classifying

the ghetto as an undeveloped area which can be develcped through investment

in its economic base. It is expected that the initial investment will

generate, through a multiplier effect, a whole array of secondary effects

on income and employment.

This expectation may be quite valid when discussing the relationship

between developed and undeveloped national economies or even the economies

of large regions of the country. Tho relationship between geographic

areas within a city is an entirely different problem.

As pointed out earlier in the study-the size of the urban multiplier

in ghetto areas is likely to be quite small1 and much of the indirect

employment resulting from the:initial investment is likely to occur in

1
See also William Tabb, The Political Economy Of.the Black Ghetto

(New York, Norton, 1970) especially Chapter 4.
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nonghetto sections of the metropolitan region. The lack of a "closed"

region, similar to a national economy resu.lts in large "leakages" of

the new investment in ghetto 'business to other sections of the region.

The results also confirm the view that the employment multiplier

is especially small in th(_ ghetto areas of the city. A comparatively high

proportion of the new businesses in the ghetto were found to be in whole-

sale and retail and personal services. In addition, the predominence

of family businesses tAlich have negligible multiplier impact illustrates

the inherent weakness of new businesses in reducing high unemployment n

the inner core of many of the nation's cities.

The findings on the location of new businesses and the employment.

of local residents also cause some apprehension concerning the benefit

of new ghetto businesses, to ghetto residents. It is clear that although

a high proportion of employees in ghetto firms live close to the firm

than is the case for nonghetto firms many of the employees (perhaps a

majority) of new ghetto firms are likely to reside outside the ghetto.

This is expected especially among construction and manufacturing firms.

In addition, once the new ghetto firm becomes established the findings

suggest that the proportion of its employees living in the surrounding

area declines substantially. This; of couise, may not be a disadvantage

provided the employees were formerly unemployed ghetto residents who

wrere able to move out of the ghetto. The, study provided no information

to either confirm or reject this explanation. It therefore appears that

any direct assistance ta firms in urban areas should be highly selective.

A policy .of direct assistance which encourages new business to move

to the central core of the city or attempts to retain those already in
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this area is operating against powerful economic forces and unless some

conditions are attached to assistance progam there is no assurance

that the goal of reduced unemployment of ghetto residents will be achieved.

On irounds of efficiency the policy of direct assistance raises serious

questions concerning the allocation of resources. It may therefore be

necessary to justify direct assista,lcc on the basis of equity. If this

rationale is adopted it emphasizes the need for:a selective assistance

program which will ensure that high urban unemployment will be reduced.

(b) Aid to Business Through Investment in Ghetto Human Resourc:es

The criteria for selecting firms for location assistance should be based

on the empl:)yment impact on ghetto residents. This may be achieved by

concentrating on specific firms which employ "disadvantaged" workers. This

policy is based on the notion of a tax credit for investment in human resources

which is not necessarily restricted to new businesses. There are, of course,

difficult administrative problems associated with the human investment tax

credit approach. While it is relatively easy to Jital investment

tax credit plan since the firm's expenditure on , capital is read".57

-
perceivable the evidence of expenditure of funds on the health, education and

retraining of "disadvantaged" workers is more elusive. It is probably for

this reason that government policy currently favors contracting separately with

firms in the private sector who are prepared to make this type of investment

in human resources.2 This is the approach followed in the JOBS program where

firms are reimbursed for a wide variety of costs involved in the employment

of disadvantaged workers. The results of this study show that a substantial

proportion of jobs are within the central core of the city. Any assistance

2
For a detailed discussion of the case against the tax incentive for

human resource development see Daniel. M. Holland, "An Evaluation of Tax
Incentives for On-the-Job Training ofethe Disadvantaged," The Bell Journal
of Economics and Management Science, Spring 1971, pp. 293-327.
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to business should therefore concentrate on making it economically attractive

to hire ghetto residents. This may be done through the JOBS type of program

pr any other variation of the human resource investment tax credit. It

is of cOurse recognized that the success of this approach depends to a large

extent on the general level of economic activity in the urban area and the

nation.

A policy which discriminates only in favor of new businesses is difficult

to justify on economic grounds. There is a higher rate of failure during the

early years of operating new businesses than among established firms. There

may therefore be an abnormal amount of employment insecurity among the

workers who receive jobs in the new enterprise. From the point of view of

job development it is desirable not to excltIde established businesses from

any human resource investment program designed to aid industry in the depressed

sectors of urban areas.

It may be necessary, for reasons of symbolic importance in the community,

to restrict aid to new businesses with minority group entrepreneurs. If this

s the case it does not seem appropriate to have geographic restrictions on

the location of firms. In fact, the results.of the study suggest that new

businesses in nonghetto areas are larger and appear to have somewhat faster

growth rates than new firms in the ghetto. If the a.ssistance to new firms

is restricted to those employing "disadvantaged" residents the objective of

the public policy of reducing high sectoral unemployment has a better chance

Of being achieved than would be the case if the firm had to be located in the

ghetto to receive aid. If an additional feature of public policy is to

develop more minority group entrepreneurs the results of the study suggest

that they should be encouraged to start their new businesses in geographic

sections of the city which present the greatest opportunities rather than

being restricted to ghetto areas.
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Indirect Assistnnce to industry

Indirect assistance may be given to industry in several forms. Ghetto

businesses may receive indirect assistanc either by improving the economic

position of these industries by a protectionist policy or by improving the

socio-economiC environment of the geographic area.

(a) Isolating New Businesses From Com etition

The economic rationale for a policy which subs'dizes prices or restricts

imports to protect,the new business from competition is based on the alleged

existence of deviations between social and private benefits and costs of pro-

duction from industry in the depressed area. Such a policy, however, simply

results in making products more expensive to consumers and a less than optimal

use of resources. Experience suggests that this type of support of ghetto

industry'is an extremely ineffective solution of socio-economic problems in

the inner city.3

(b) Linking the Ghetto With Other Sections of the Region

Another method of providing ghetto business3s with indirect assistance is

to improve the linkages between the ghetto and the major transportation arteries

in the region. many metropolitan areas the peripheral sections of the city are

close to majo i. aways which surround the city. In addition, these areas

frequently have high-speed road and rail access to the Central Business District.

The ghetto areas, located far from the highways which surround the city are

in most instances bypassed by the high speed arteries to the Central Business

District.

The long-run metropolitan transit development plans typically emphasize

further development of highways in.the suburban ring, It is recommended that

3For an excellent discussion of the weaknesses of this approach as a
method of reducing poverty see Fritz-Machlup, "Strategies in the War on Poverty,"
in Margaret S. Gordon (cd), Poverty in America, (San Francisco, Chandler
Publishing Co.) p.. 655. Machlup discusses several other strategies which are
equhlly relevant to the problem of reducing high sectoral unemployment.
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the present plans of transit development authorities be reevaluated so that

the needs of ghotto_ withir the central cor may be given gi-La coi3idera-

tion. Ghetto businesses would benefit significantly from better access to

the major transit routes and new transit development plans should give high

priority to this form of assistance to ghetto area.

(c) Improving the Socio-Economic Environment of the Ghetto

The environment for attracting and retaining business within the central

city would be hmproved substantially if the crime rate within the ghetto

was reduced. Crime statistics for sections of the city reveal significant

differences between ghetto and nonghetto areas. Table 48 shows that for

all crimes, except manslaughter, larceny under $50 and embezzlement, the rates

are highe.: in the ghetto than for the rest of the city. The size of the differ-

ential varies by general class of crime with those related to physical violence

(murder, aggravated assault etc.) occurring at a much higher rate in the

ghetto than the rest of the city. In addition, crimes reflecting social

difficulties, family disintegration, and broad psychological problems

(prostitution, narcotics, drunkenness, offenses.against the famdly) are

much more prevalent in the ghetto. Crimes related to property are generally

high throughout the city but are even higher in the ghetto. Businessmen

felt that the inner city presented many locational disadvantages. These

included lack of roon for expansion and customer parking as well as problems

of transPortation access.. The most serious issue, especially among smaller

nonmanufacturing ghetto firms is the fear.of theft and vandalism.

Lack of employment opportunities, poverty and other factors may be

causal factors in explaining the higher crime rate in ghettos but the high

crime rate itself may restrict the growth of job opportunities simply becaus

it raises the cost :if operating a business in or near a ghetto area. A

reduction in the crime rate is likely-to reduce this cost and make the

ghetto more attraétive to new and existing businesses. If this.goal is



.

TABLE 48

. CRIME RATES IN SPRING CARDEN
Compared with Philadelphia as a Whole, 1967

(per 100,000 population)

Type of crime Phlladelphia Spring Garden
Percent.

difference

Crimes of violehce:
Murder 11 24

,
118.2

Manslaughter 7 3 -5r.1

Rape 22 30. 36.4

Aggravated assault 163 239 46.6
Assault 301 351 16.6
Weapons 90 233 158.9
Property crimes:
Robbery 141 169 19.8

Burglary 603 848 46.0
Larceny, $50 and over 194 230 18.6
Larceny, under:00 788 248 -5.1
Auto theft 332 387 16.6
Arson 12 30 150.0

Forgery and counterfeiting 11 12 9.1

Fraud 27 33 22.2

Embezzlement 1.5
Stolen property 5 9 80.0
Vandalism 281 290 4.2 .

Crime reflecting.
per onal puchological .

problems:
Prostitution .2.3: 78 239.1
Sex offenses 99 103 4.0
Narcotic drug laws 75 209 178.7
Gambling 273 354 29.7-
Offenses again the family 17 36 111.8
Driving while intoxicated 95 103 8.4
Liquor laws 247 354 43.3
Drunkenness 1901 3496 83.9
Disorderly conduct 147 .184 25.2
Vagrancy 23 24 4.3
Other:

Suspicion .' 3201 3812 19.1
Traffic violations 114 160

,
40.3

Ail others 912 1510 65.5

Source: Crime in Urban Society, Barbara McLennan (ed), (New York:. 14-le Dunellen Press,
1970).
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eved it no_ Dilly incrse job Dpportnitic, in the cLiatral corc bu:

also have the additional advantage of raising the quality of life generally

throughout the urban area.4

The interviews conducted in this study reveal a widespread and profound

fe'ar of theft, vandalism and risk of bodily harm among businessmen. Unless

this fear is reduced there is likely to be an even slower growth in job

opportunities in the central city in the future. It is therefore recommended

that policies to reduce the general level of crime and especially crimes against

property in the central city be strongly supported.5

The other environmental disadvantages cited by businessmen (lack of

space for expansion etc.) will also have to be remedied if the inner

city is to continue as an economically attractive area for firms. Some

of the space problems may be alleviated through more systematic planning

of land use in the core of the city. It may be advantageous to change

current zoning laws many of which originated several decades go. In

many cities the building codes are well out of C,te and not applicable

.to current building techniques. The updating of these codes should be

an integral part of the effort to improve the city for business activity.

Finally, urban renewal funds should not be used to improve the environment

for new and existing business in the central core of the city..

4The increase in job opportunities attributable to the reduction of crime
may be partially offset by the loss of "jobs" involved in the supply of
.criminal activity itself. It is, of course, not certain whether or not
the net effect will result in an increase in. jobs. The importance of the
level of crime and the quality of the local environment in influencing
business location decisions suggest that the net effect will be positive.

5For a discussion of possible approaches to reducing crime in urban
areas see Barbara McLennan and Kenneth McLennan, "Public Policy and the
Control of Crime" in Barbara McLennan (ed), Crime in Urban Society (New
York: The Dunellen.Press 1970) pp. 125-147.
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Indirect Means of Improving Employment Potential of Ghetto Residents

There are many institutional factors which make it difficult for.

Members of the labor force living in the ghetto to find employment.

Racial discrimination, a relatively poor quality of education and low

levels of health services available to ghetto residents are among the basic

institutional forces within urban society which if changed will increase

the employment potential of the unemployed in .the ghetto.

(a) Institutional Ad'ustments and Low Productivity of Disadvantaaed Ghetto
Residents

There are a of other factors which indirectly affect the

ghetto resident's ability to compete in the labor market. In order to

compete effectively, participants in the market should have adequate

information on job vacancies, including job requirements and wage rates.

The development of the job bank concept is an institutional adjustment

which is likely to increase occupational information and Chis type of

program should be extended to all labor markets. If the job bank approach

is.to be successful however, it is essential that the vast majority of

employers participate in the program and that the ghe"-o alem-

selves are mativated to consult the service. Public policy should take

steps to ensure Chat this occurs.

Another institutional factor which Indirectly affects the employment

of ghetto residents is the existence of mlnimum wages. The effect of

minimum wage legislation on the employment of low,skilled workers is an

issue whidh has been the subject of intense debate for several decades.

Economic theory clearly suggests that a minim= wage level operates like

any other entry restriction to employment. The minimum level raises the
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rate of pay for low skilled labor. Consequently, the amount of this type

of labor demanded is lower than if the rate for low skilled labor was

determined in a free labor market. The low skilled workers who are employed

are better off under the minimum wage system. On the other hand, those who

cannot find employm2nt earn no income.6.

Despite the logic to the argument against maintaining a system of

minimum wages there are several reasons why no recommendation is made

here for their abolition. In developing a strategy for solving employment

problems in the central city a distinction has to be c:ade between feasible

and-.acceptable solutions. It may be economically feasible to increase

employment opportunities by changing minimum wage laws but it is doubtful

if such a proposal would receive legislative approval.7

There is another reason that the abolition of minimum wages is not

an appropriate strategy. Even in the absence of wage legislation and unions

representing low skilled workers there is strong evidence that employers

.themselves are likely to develop P social minimum wage structure. Employers

do not pay low or "unfair" wages partially because of union substitution

techniques. Many employers feel that if they perforMsome of the functions

the union provides workers then the need for the union is largely eliminated

and the employer may avoid having his business unionized. In addition,

many employers feel that offering relatively high wages.of unskilled work

will result in a l-rge number of applicants and the choice of employees

will be greater. There is also apparently some satisfaction in being

known as a "good firm to work for".

6
See Machlup, op.cit., p. 456.

7For a discussion of the difference between feasible and-acceptable
policy solutions see Banfred, The Unheavingly City, (Boston: Little Brown,
1970)
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The problem of lack of flexibility of the wage structure in adjusting

to potential employees whose marginal revenue of labor is below the minimum

wage level is recognized for some groups of disadvantaged woLers. For

example, many nonprofit organizations Which operate small workshops

designed to train and rehabilitate handicapped workers are permitted by

the U.S. Department of Labor to pay less than the minimum wage to their

disadvantaged employees. These workshops sell their output to increase

the revenue of the nonprofit organization but the major purpose is to

provide assistance to the "clients" (workers) who are "disadvantaged".

.IAany residents of the ghetto are also disadvantaged and by the criteria

established 'by employers to perform in the work process many of the long-

term unemployed are handicapped. Experience under the JOBS program has

shown that many employees enrolled in the program have to receive medical

a--'qtance before ente-ing the training phase of the program. It is also

ne.;e0L,ary in many instances to provide trainees with motivational and other

socio-psychological assistance so that they can adjust to the integrated

work pattern associated with modern industry. A JOBS program contract

specifically recognizes that during the initial training period the

trainee's productivity is lower than achieved by the average worker on

the job and the employer is compensated for the production lost through

employing a disadvantaged worker.

An alternative method of handling the low productivity of some ghetto

residents is to permit nonprofit organizations to Set up workshops for

employing and training disadvantaged workers and exempt such workers from

the minimum wage law until it is shown that their output is similar to the

average output fot the particular type of work. It is recommended that
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this approach be tested on an experimental basis since considerable

administrative, rehabiliation and training problems may make such a

program impractical.

A major concern with this approach to training and employment is

that there is little incentive for the workshop administrator to encourage

the trainee to leave the program and enter the regular labor market.

Consequently, if a trainee has acquired the ability and experience to

work with another firm but is retained by the workshop it is pos.sible

that wage "exploitation" may occur. This may be prevented by making

the organization subject to the Taft-Hartley law as amended and permitting

labor unions to organize the trainees. Labor unions are.also concerned

with the competition created by the output of the workshops. This is

not likely to be serious unless the growth of workshops is substantial.

The experimental project designed to test the feasibility of work-

shops for disadvantaged ghetto residents should consider which legal form

of organization is most appropriate. It may be that a cooperative organiza-

tion is more likely to att the community support which is essential

to ensure the success of this type of program.

(b) Reduction of Restrictive Practices in the Labor Market

Restrictive practices are assOciated with all occupational levels

within the labor market. They are not deliberately iatended to discriminate

against the ghetto resident but since the "qualifications" criteria used

to restrict entry into many types of jobs emphasizes formal training and

educational achievement the ghetto resident is usually at a disadvantage.

The "qualifications" used in the applicant selection process frequently

have little connection with ability to perform the job successfully.

28'7



-272-

Research and the experience in the placement of graduates of manpower

programs reveal that entr3i level tests and examinations are frequently out-

of-date. In instances where licensing is required the examinations are

given infrequently, at locations which make it difficult for many to

attend and little publicity is given concerning forthcoming examinations.

The justification for licensing is based on the criterion that failure

to perform the job (r)'_ service) satisfactorily results in considerable

economic costs. FOr this reason in many professional occupations it is

necessary to ensure a minimum standard of competence. The same is true

for many nonprofessional occupations such as diamond cutters and skilled

craftsmen working on complex products like those produced in the areo-

space industry. It is clear, however, that the training and experience

required before one is permitted to enter many trades is in excess of

the actual skill demanded on the jobs which most tradesmen are required

to perform throughout their career.

The divergence between training and job requirements is most widely

discussed in relation to the construction industry. There are recently

been considerable criticim of union influence in the apprenticeship

program and the examination system. It is frequently alleged that the unions

in the construction industry have used the apprenticeship system to restrict

entry. Thii restriction .on labor supply improves the union's bargaining

power and increases their ability to raise wages. This type of labor market

restriction makes it difficult for those without the education and experience

to compete for all jobs in the industry even though many of these jobs are

not highly skilled. In the construction industry the union refers workers

(through a hiring hall) to employers. 'This control gives the. union
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additional power to influence the supply of labor to the industry.

In urban areas a high.proportion of city jobs are located near the

ghettoes. It is therefore imperative that *ghetto residents are not handi-

capped in finding employment because of some of the restrictive labor market

practices described above. It is recommended that the government introduce

policies which give ghetto residents an opportunity to work at jobs

equivalent to their skill level. In the construction industry, for

example, there is no logical reason that the union hiring hall should play

such a domimant role. The local office of the United States Training

and Employment Service may be able to take over the referral service which

now resides in the hiring hall.

Reducing or eliminating restrictive practices in the construction in-

dustry will increase job opportuniti(s for ghetto residents. Most of these

jobs will, of course, be 'in the less skilled construction occupations.

Increasing the ease of entry into construction employment will'not result

in a substantial reduction in ghetto unemployment since the construction

industry only accounts for about 5% of city employment. In order to increase

job opportunities for inner city residents it is therefore essential that

restrictive practices in all industries be examined. The gcv,.arent shall

attempt to ensure that the tests actually measure the abilil; o do the

job and do not discriminate on any other grounds.

The government has recently introduced various quota'plans to

ensure that minority employees have an opportunity to a larger share of

jobs in the construction occupations than.they have had in the past.

If such schemes are effective in reducing racial dsicrimination and providing

more jobs for the unemployed ghetto residents it Seems reasonable to experiment
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with quota systems in othel: industries. The need for such an approach

may, of course, be reduced if it was possible to effectively enforce

current equal employment legislation.

(c) Improvincz the Intracitv Transit System

Ghetto residents live in close proximity to a large proportion of city

jobs. A major feature of the strategy to reduce ghetto unemployment should

therefore concentrate on making the ghetto labor supply more competitive

in this inner city geographic labor market. Ghetto residents may be a

noncompeting group for reasons such as lack of skill and experience in

type of jobs available, lack of information about job opportunities, dis-

crimination in the labor market, etc. Difficulties in ti'avelling to work

may reduce the ghetto resident's ability to compete in the urban labor

market.

Despite the fact that on the basis of average daily highway time ghetto
.

residents are within 40 minutes of over 75% of all city jobs, lack of

access to central city jobs may still be a problem for the unemployed in

the inner city,

The analysis of public transit travel time by geographic section of

the city revealed that despite the close air mile distance of all ghetto

areas to the center of the city many parts of the ghetto were bypassed

by the main public transit routes connecting the middle income residential

areas with the Central Business District. These geographic pockets of

isolation in the ghetto are especially serious since studies of low income

areas reveal that the proportion of families who own a car is much less

for ghetto residents than for those living in other sections of the city.

A recent study of families in North Philadelphia showed that approximately
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30% owned a car.
8 The camuting time by public transit is much higher than

by auto and it takes some ghetto residents over an hour to travel from

his home to the most distance points within the-inner core of the city.

This indicates the need to improve the public transit system La the city,

especially within the inner city. The data on journey to work suggest

that unless employees have an auto even ghetto firms may not be easily

accessible to many unemployed residents of the central city.

(d) Specific Recommendations for Improvement of Transit System

The improvement of public transit within the inner core is likely to

have a more significant impact on high unemployment than improvement in

transportation between the Central Business District and the outlying

residential sections of the city. It is for this reason that top priority

should be given to improving the transit system in the core of the city.

Most cities have increasingly used a network of one-way streets to

increase the rate of traffic flow in the downtown section of the city. It

is recommended that this approach be continued and in addition the use

of specific one-way streets be restricted to public transit vehicles.

These "public transit" streets should radiate from the Central Business

District to the periphery of the inner core of the city. In addition, in

some instances it may be possible to develop some transit routes which

link the ghetto with other sections of Che inner core which have a large

number of jobs. For exaMple, it may be possible to link North Philadelphia

(north of Che Central Business District) by surface transit with the southern

fringe of the city (south of the Central.Business District) without

actually travelling through the Central Business District. *The fastest

link between 0,hetto areas and the sections with the job opportunities would,

8John F. Blair Jr. and Susan Fansmith, "Model Cities Recreation and
Transportation" (Phila.: Franklin Institute Research Laboratories) mimeo 1971.
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of course, be by subway in this case it would be necessary to pass through

the Central Business District. The cost of extending and developing spurs

to existing subway lines are probably prohibative in most central cities and

it is therefore necessary to consider adjustments to the surface transit

network.

The speed of surface transit tends to decrease once traffic enters the

Central Business District. It is therefore recommended that private autos

be banned from the.heart of the Central Business District and parking

facilities be provided around the fringe of the Central BusiLoils Listrict.

The main opposition to r:oposals which ban autos from the center city area

usually come's from the downtown department stores, restaurants, aeatres,

parking lot owners etc. The opposition would be much less if the parking

areas were within walking distance of the shopping district or if there

existed jitney bus service linking the parking lots with various parts of

the Central Business District.

It is recommended that the cost and benefits of using jitney buses

in the inner city be studied. These buses may be more economical to operate

and for the same expenditure of funds as used to operate the traditional

buses the service can be improved. Jitney'buses have the advantage of

taking little curb space for bus stops and this is an important consideration

in a congested downtown area.

A major feature of most urban transit development plans is the improve-

ment of the service (usually subway service) between the Central Business

District and the middle class residential sections of the city. In many

instances this is a response to the need to revitalize the downtown shopping

area. In Philadelphia, for example, it is proposed that the subway be
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extended into the residential Northeast section of the city. Such transit

development proposals are Important to the future of the entire central

city. They are designed to attract middle income shoppers to the downtown

area and since this indirectly increases the job opportunities for ghetto

residents and should therefore be encouraged. This would facilitate

commutation at white-collar workers to thc Central Business District.

Another goal of plans to improve the transit network is to transport

middle and upper incom-2 residents to employment opportunities in the Central

Business District. Perhaps in planning future transit lines more concern

should be given to extending the network to the areas of the city which

have a large.number of jobs and it appears that the demand for labor is

exganding. For example, in Philadelphia if the goal of improving the

transit system is to serve the outlying sections of;the city where the job

opportunities are located the proposcd subway extension would probably

have been scheduled for the Northwest section of the city. This, of course,

assumes that the Northwest will continue to be an area of expanding

economic activity. It is, therefore, recommended that La the development

of public transit the linking of areas of labor surplus La the inner city

with areas of expanding job opportunities be. given at least as high a

priority as the proposals designed to transport residents of middle Lacome

areas to the Central Business District.

The more rapid growth of job opportunities outside the central city has

resulted in several experimental programs for transporting unemployed

ghetto residents to outlying plants which experience a shortage of labor.

In some instances the company operates the busing program,'in others the

program is run 631 a counaunity organization. The results.of these programs
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have been disappointing. The participation of ghetto residents was

less than expected and the programs proved very expensive.

As a practical matter such "reverse commuting" programs must be

incorporated into the public transit service. The simplest method of

achieving this integration is to revise the pricing system in public

transit. The details of a new pricing system requires accurate knowledge

of the demand for the service according to distance travelled, time of

day and direction of travel. It is possible, however, to outline the

general features of a revised pricing system.

Most urban transit systems have a single price fare structure with an

additional small charge for one or two distance zones or.for transfer from

one form of transit to another. The result of this pricing system is that

the cost per mile travelled is lower for those commuting from the outlying

residential areas compared to cost to the inner city resident.

One method of increasing the unemployed inner city resident's normal

preference area for employment is to lower the cost of commuting from the

'ghetto to the outlying areas of the city. For this reason it is recommended

that the public transit fare from the center of the city to the outskirts

of the city be reduced by perhaps 50% or more during the morning rush

hour (perhaps 7 a.m. - 9 a.m.). In the evening rush hour the fare for

travelling towards the center of the city would be reduced by a similar

proportion. The additional cost of such a proposal would be small since

.the crews , vehicles, tracks etc. are already available and paid for to

handle the rush hour traffic in the dominant direction.

The method used to subsidize the fare of inner city residents travelling

in the reverse direction of the commuting pattern deserved careful study.
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It may even be preferable to charge zero fare for reverse commuting.

Tbere are cost advantages to the zero fare proposal since the fare

collection procedure is completely illiminated. Consequently the cost

reduction may completely offset the loss of revenue caused by not charging

any fare. In order to avoid subsidizing middle income groups living

in the Central Business District and working in the outskirts of the city

it may be adivsable to use a voucher system, perhaps financed by model

cities funds. The problem with this proposal is that the additional

administrative costs may not be justified.

The reduction of reverse commuting costs would encourage ghetto

residents to commute to potential job opportunities outside the inner city.

Depending on the elasticity of demand for public transit by direction and

time of Oay this proposal may actually have little impact on the transit

authority's earnings. There is ample precedent for this type of differ-

ential pricing. The "shoppers special" fare during offpeak load time which

is commonly used by railroads and bus transit to attract additional customers,

s similarly based on variations in elasticity of demand.9 Since the cost

of special programs to transport unemployed ghetto residents to plants out-

side the inner city is excessive the differential pricing proposal is

suggested as an alternative policy which is economically feasible.

Investment in Human Resources in the Ghetto

The entry of new businesses into the central city does cause a small

..increase in the number of job opportunities and as a result helps reduce

the urban unemployment rate. The pattern of the entry-exit behavior of

firms does, however, raise some serious questions as to whether encouraging

9The case for differential pricing schemes on subway systems is not

new. An extensive proposal for differential pricing in the New York
subway system in contained in William Vickrey, The Revision of the Rapid
Transit Fare Structure of the City of New York, (Managvmcnt Survey of the
City of New York 1952).
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new businesses is Ale appropriate me 1.,; of reducing L; high unemploy-

ment rates La somL sectins of the city, ..pecially within ti.ie central core

of the citT.

(a) Invest:lent in Ghetto Businesses or In' ,tment in Ghetto Human Resources

The geographic iattern of firms entering and leaving the city showed

that the alletto areas gained less jobs than nonghetto areas. This differ-

ence between ghetto and nonghetto areas was consistent for both absolute

number of jobs and.the relative increase in employment as a proportion

of the total employment in each geographic section of the city. In fact,

one ghetto arca showed an absolute decline in employment attributable to

the entry and exit of businesses.

The industrial distribution of new businesses also suggest that new

business have a potentially small impact on employment problems La the

ghetto. For example, over 807 of the net increase in ghetto employment,

due to firms entering and leaving, occurs in either the servica or whole-

sale and retail trade sectors; manufacturing showed an absolute decline

in number of jobs. This loss of manufacturing jobs was largely attributable

to one ghetto area where it appears extremely-difficult to continue a

self-generating manufacturing economy.

The signs of yeakness in manufacturing in the city does not apply to

all types of manufacturing. Though definite conclusions on the employment

situation in detailed industries cannot be based on cross sectional data

there are indications that in food processing, electrical machinery,

fabricated and primary metal manufacturing new businesses do increase

employment opportunities. There is also some evidence to suggest that

manufacturing in.the city shows signs'of the declining importance of types

of manufacturing which require production on a large scale. In the city
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there appears to be a tendency towards the manufacture of specialized

-roducLs which are supplied to other largescale manufacturing industries

in the metropolitan region.

The geographic distribution of total employment, that is the employ-

ment in existing firms as well as the net employment effect of entrant-

,axit behavior shows that a high proportion of city-wide jobs are within

the central core of the city. The net employment effect of new businesses

does not change this basic finding but it is apparent that central core

employment is not likely to grow as rapidly as the employment growth La

other sections of the metropolitan area.

Some policy responses to these conclusions have already been suggested.

I-irst, any assistance of new businesses should be highly selective and

should link assistance directly to the employment of "disadvantaged"

members of the labor force rather than provide assistance to new entre-

preneurs simply because the new business is located in the ghetEo. A

second series of recommendations, aimed at extending the ghetto resident's

normal preference area of employment included improvement of the public

transit system within the central core. Finally, it is recommended that

top priority be given to making ghetto residents more competitive in the

central city labor markets. This change in the quality of labor supply

may be achieved through a series of manpower training programs which are

focused within the ghetto areas of the city. It is, therefore, recommended

that the Concentrated Employment Program concept continue to be the major

approach to making unemploed ghetto residents more competitive in their

search for job opportunities. On the grounds of employment impact the

study provides no support for a general policy which provides aid for new

businesses in the ghetto. The high priority assigned to the CEP concepts
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does not, of course, preclude improvements in thc organization and adminis-

tration of the specific programs included within specific CEP programs.

(b) Type of Investment in Ghetto Human Resources

The nature of in-vestment in human resources depends upon the distri-

bution of the manpower budget among the various groups of "disadvantaged"

workers. For example, should priority be given to raising the labor pro-

ductivity of the unemployed before any attempt is made to increase the

skills of the underemployed residents of the inner city. Experience in

recruiting and training for some manpower programs has shown that the cost

of retraining is higher for the long-term unemployed worker than for some-

one currently working either short-time or in a job which requires a lower

level of skill than the worker is capable ot providing (i.e. underemployed).

To achieve a.better benefit-cost relationship it.is recommended that more

emphasis be given to retraining the underemployed than has been the

usual practice in many manpower programs.

It is also necessary to set priorities among the various age groups

of disadvantaged workers. The return from an investment which aises the

productivity of a worker is partially a function of Che number of years

over which the return is accrued. For this reason long-term investment

in programs designed for children and teenagers (e.g. Job Corps and some

Neighborhood Youth Corps programs) produce a much larger flow of income

than programs designed to retrain middle aged unemployed workers. In

the allocation of the manpower budget among the various programs political

and equity considerations are frequently'as hmportant as the economic costs

and benefits of the programs. Therefore, the shift in priority should

be achieved through additional emphasis on youth oriented programs rather
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than the elimination of programs designed for middle-aged workers.

In recent years several manpower programs have been concerned with

increasing the labor force participation i:ate of some groups of individuals.

For example, the Work Incentive Program (WIN) and to some extent the

Administration's Family Assistant Plan (FAP) are designed to increase

the participation rate of heads of households receiving welfare assistance.

Such programs are not likely to reduce the unemployment rate in ghettoes

but will result in some increase in the employment of ghetto residents.

If the participants in these programs are successful in acquiring job

opportunities the economy in the inner city is likely to benefit. For

this reason the main purpose of both the WIN and FAP program should be

supported so long as the economic benefits exceed the costs.

There are important benefits to be gained from increasing the labor

force participation rate of women residents of the core of the city.

As discussed earlier in the study an increasingly large proportion of,

ghetto households are headed by women. Provided the family needs can be

Met at a reasonable cost without the women at home, the economic status

of the family will be improved by assisting the head .of the household to

enter the labor force. In the case of ghetto families headed by a male

there are also obvious economic benefits to having the wife enter the labor

force.

A major cost associated with raising the labor force participation is

providing the day care facilities. The cost.per child varies with quality

of service, the medical health of the child (costs increase substantially

for handicapped children) and the size of the center. The estimated annual

national cost per child for group day care ranges from $1245 to $2320
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depending on quality of service.
10

If women heads of households are to

be able to enter the labor force a substantial portion of the cost of

operation of day care centers must be borne by the federal and/or state

governments. If public funds are used for this purpose individual benefits

obviously exceed individual costs. It is not certain whether the benefits

to society will exceed the costs but as far as rehabilitating the inner city

it seems clear that such programs are potentially very attractive solutions

to some of the problems posed by high sectoral unemployment.

Long-Run Solutions to Unemplovment in the Inner City

Many of the policies suggested as solutions to urban employment problems

are not likely to have an immediate impact on the high unemployment rate

in the ghetto. Urban renewal projects improve the environment La the inner

city but the cost of rehabilitation in the city is so high that only a

slow gradual change in.the ghetto is possible. Ine expenditure of large

amounts of lunds will solve some urban problems but a substantial payoff

will not be achieved for many years.

.0ne possible long run solution is to encourage the ghetto residents

to move to parts of the suburban ring where the rate of increase in job

opportunities is greatest. There are several difficulties with proposals

which attempt to relocate low income residents. The economic cost of

relocation is not easily borne by the long-term unemployed and many persons

living La substandard housing conditions have shown a great deal of reluctance

to move to an unfamiliar area even if it has meant.an improvement La living

conditions. There is little evidence in'the nonghetto areas of the

metropolitan area, and especially in the suburban counties, that discrimina-

tion in housing is likely to diminish.rapidly. Legislation to change the

1970.

10
Jule M. Sugarman, The Cost of Day Care, mimeo, unpublished paper
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zoning laws in suburban areas so that it is possible to build low and middle

income homes and apartments should be supported. Open housing legislation

without changes in the zoning laws is not likely to be effective in moving

ghetto residents to the employment growth sectors of the metropolitan arca.

One of the most effective methods of giving the ghetto resident the

opportunity to leave the ghetto is to raise his labor productivity. As

a long-run approach it is essential that attention be focused on future

labor force participants. This requires major changes in urban-educational

systems. Suburban school districts frequently allocate more dollars per

pupil than do city systems despite the fact that the difficulty of educating

a ghetto child frequently requires more specialized serviCes. However,

increased expenditure per pupil in urban school systems is no guarantee of

improved quality of the educational product. Fundamental reforms in the

structure of the system are likely to produce improvements.

Many suburban children have had preschool experience in nursery

schools and it seems that the marginal return from investing at the beginning

of the educational process has a high payoff. It is therefore recoueuended

that public education begin a year earlier than has been the traditional

practice. It also seems appropriate to experiment with curriculum changes

which may make it possible to reduce the number of years taken to graduate

from high school. Most of these proposed changes live been suggested by

educators but little has been done to implement them. Unless some.funda-

mental change is made to increase the labor productivity of ghetto youth

relocation proposals are not likely to be successful in reducing the high

unemployment in the inner city. -

Solutions to the employment problems of the city are closely interrelated.

Policies co reduce high unemployment.in the cities must be consistent with
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current macoreconomic policy. For example, if the government is attempting

to stimulate bu,:iness activity it may offer an investment tax credit

to firms. Perhaps this tax credit could be applied to the redevelopment

of urban land use for industry. It is clear, however, that unless the

productivity of ghetto residents is increased it will be extremely difficult

for them to improve their economic status. An increase in productivity and

skills is necessary before many ghetto residents can be employed in such

a manner as to substantially raise their living standards. This vicious

cycle of low productivity, high unemployment, and unstable family relation-

ships must be broken if ghetto residents are to be helped over the long-

run in any significant manner.



APPENDIX I

DATA COLLECTION AND METHOD OF ANALYSIS

The study involved several major problems of data collection. Some of

these relate to the adaptation of employment information collected by

the City of Philadelphia as a byproduct of the city wage tax system while

others are concerned with the difficulties associated with collecting

original data from a sample of employees The following discussion outlines
o

these problems and shows how hey were handled. The analytical approach

used and.its limitations are also discussed.

Classification of Businsess Enterprises

The movement of industrial activity and consequently the geographic

location of labor demand are determined by decisions made by several

types of enterprises. The relocation of existing establishments is only

one type of movement affecting the demand for labor. To an even greater

degree geographic shifts in demand are the result of the expansion and

contraction of existing operations, (including the opening and closing of

branch plants), the entry of new enterprises and the death of others. In

this project the various types of enterprises are categorized as follows:

a. Entrant

An enLrant is defined as a new establishment within the city.

This would include tile entirely new business which emerges within the city

and also establishments which have previously been in operation outside

the city and have decided to move into the city. Many entrepreneurs who
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have incorporated or otherwise changed the legal status of their firm

may regard their organization to be a new entrant. The employment impact

.of such a change is likely to be negligible in the short run and conse-

quently an attempt will be made to exclude such firms from the analysis.

b. Exit

An exit is a city establishment which goes out of business or

which moves to a location outside the city. A firm which changes its legal

status and continues in operation within the city under another name is

excluded from this definition of an exit.

C. Relocatee

A relocatee is a firm which moves its location within the city.

d; Suburban Entrant

A suburban entrant is a new establishment which locates in the

Philadelphia MASA other than Philadelphia county.

e. Firms not Relocating

These are the firms that were located within the city before the

benchmark year of the study (1967) and did not change that location

during 1967.

Within each of the above firm-types the enterprise may be either a

single or multiestablishment organization. In this study the individual

firms studied in depth are all single establishments.

Basic Data Sources

The mercantile license file and the wage tax records of the City of

Philadelphia provided the basic data for the study. Each new establish-

ment (for both single and multicstablishment organizations) must have a
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'mercantile license from the city. Simila'rly, a change of address and

exit from business must also be reported. This identified the geographic

location of the firms studied. The city collects a wage tax from

employers based on the wages paid to.employees. The tax is paid either

monthly or quarterly depending on the amount of wages paid by the firm

and in the report the total number of employees and the amount of wages

paid for the reporting period is indicated.

From the mercantile license it was possible to collect data on each

firm's address, and its standard industrial classification number (SIC)

and a tax account number. It was also possible to matCh the tax account

number with the s:me number in the wage tax file which produced additional

data on the firm's number of employees wages paid and wage tax paid..

Since the stu y required data on segments of the population of firms

(entrants, exists, etc.) the data Collection procedure involved a considerablE

amount of manual coding as well as keypunching and machine time.

The data system which permitted matching a firm's returns for several

forms of taxes through use of the master account number was a relatively

recent innovation in data organization. Consequently, the study was

essentially designed as a cross-sectional analysis with 1967 as the

benchmark year. The selection of this year was fortuitous since it was

relatively free of distortions associated with fluctuating levels of

economic activity.

Separate decks of cards containing the basic data were prepared for

the population of entrants, exits, and relocatees firms. The population

of suburban entrants was not available from the City of Philadelphia

records. A list of the 1967 entrants into two suburban counties was
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obtained from the Pennsylvania Bureau of Employment Security. The list

also identified each firm's SIC number and estimated employment. Suburban

entrants which did not have any employees (this is a fairly large number

in any year) and organizations not covered by the state unemployment

insurance law were excluded from the list. However, this source of

data was valuable for selecting a sample of suburban entrants for detailed

study.

The city records also provided a proxy for the basic data on the

large group of firms which did not change their location during 1967.

It was not possiDle, however, to secure the information for 1967. It was

feasible to acquire the information on each firm's SIC number, address,

employment, wages and taxes paid as of September 30, 1968 and 1969. These

data on some 80,000 firms, both single and multiestablishment, provided

a useful benchmark for assessing the relative importance of entrants

and exits in creating job opportunities within the city.

Nature of Data and Method of Analysis

The employment implications of the behavior of firms in the central

city during 1967 are based on the analysis of two major types of data.

At the macro level data were collected for the population of single-

establishment firm entrants, exits, relocatees and all existing firms.

As previously discussed these data include a limited amount of basic

information on each firm's address, SIC number, employment and wages paid.

Nore detailed information was also collected from a sample of entrants and

existing firms by conducting a mail survey and in-depth interviews with

senior executives of the firms:
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a. Mail Questionndire

.The questionnaire solicited several categories of information.

Several questions focused on the personal characteristics of the entre-

preneur which permitted an exploration of the entrepreneurial supply

function in various industries. The questionnaire was also designed to

collect data on the respondent's estimate of 1-ie advantages and dis-

advantages of th'e firm's location. Finally, the firm ',',7as asked to supply

information on total employment on selected dates and details of its

current occupational structure. Details of the mail 9sestionnaire and

the covering letters used in the first and second mailing are shown in

Appendix II.

The mail survey sampling procedure was based on a technique which

stratified the respondents by geographic area of the city and type of

industry.' The population of 1967 entrant firms was arrayed 'by geographic

area and the proportion of entrants in each area. The total sample of

750 (11 percent sample) was distributed among the areas according to the

proportion of total entrants.in each area.' The distribution of the sample

was as follows:

Percentage of
Proportion of Total Number of Firms Firms in

Geographic Area Entrants (percent) in Sample Sample (approxa

West Philadelphia 15 112 15

South Philadelphia 14 105 14

Center City 14
.

105 14

Spring Garden 5 38 5

North Philadelphia 15 112 15

Northwest Philadelphia 16 120 16

Northeast Philadelphia 16 120 16

Frankford 5 38 5

TOTAL 100 750. 100
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The industrial distribution was obtained.by arranging the population

*of entrants in each area by SIC numbers. The first firm in the sample

from a 7articular geographic area was selected at rando71. The second

firm wars selected according to an appropriate interval which would pro-

duce the necessary number of firms to be selected from the particular

geographic area. This procedure was followed for each geographic area.

For.comparative purposes it was also decided to survey a sample of

existing firms. The sample of eITisting firms was chosen by a procedure

simila'r to the one used for selecting the entrant firms. The.1967

populaz.Lon of firms excluding 1967 entrants was about'72,000 firms. These

firms wrere arranged by geographic area and the sample distribution was

as follows:

Proportion of Existing
Geographic Area Firms (percent)

Number of Firms
in Sample

Percentag of
Firms in
Sample (approx.)

West Philadelphia 15 144 15

South Philadelphia 11 82 11

Center City 19 142 19

Spring Garden 4 31 4

North Philadelphia 13 .99 13

Northwest Philadelphia 17 122 17

Northeast Philadelphia 15 115 15

Frankford 6 44 6

TOTAL 100 750 100

The sample within each geographic area was selected by random numbers

from a list of firms arranged by SIC number.

b. In-Depth Interviews

The schedule for the in-depth interviews contained most of the

questions posed in the mail questionnaire. This provided additional responses

on a small number of employment and locational questions. In addition, the
.
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interviews produced some detailed information on the occupational structure

of the firms studied and the personal characteristics (age, sex, race,

resid,cntial location, etc.) of the employees. The c:7:,]lraLteristics of

thc entrepreneur were also probed. :_tails of the interview schedule

are contained in Appendix III.

The sample of firms included in the interview phase of the study is

relatively small with some 200 entrants initially selected. It was there-

fore not possible to stratify by every major SIC or every geographic area

el the city. It was decided to concentrate on the several largest SIC's

w-lzhin each major type of industrial category. It was also decided to

divfole the city into "ghetto" and "nonghetto" areas and have both groups

represented without being concerned about proportionate representation

from each of the eight areas of the city. In addition to the sample

selected from the City of Philadelphia tax records a group of the twenty

largest entrant firms listed in the Pennsylvania Bureau of Employment Security

1967 report of new businesses
I
was also included. Based on these criteria

the following procedure was used in selecting the sample of entrants.

The sample was broken down into'seven major groups:

1. Twenty largest BES firms

2. Large manufacuturing SIC's

3. Transportation

4. Finance, Insurance, neal Estate

1This is.an internal report of firms reporting the number of employees
for purposes of Unemployment Insurance. The report was made available for-
research purposes by the Pennsylvania Bureau of Employment Security,
Pennsylvania Department of Labor and Industry, Harrisburg, Pennsylvania.
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Wholesale and Retail Trade

6. Services

7. Construction

The five most important major grous ware selected from the manufactur-

ing SIC's represented in the city. Thc!=--,7_ g=oups were textile mills,

apparel, printing, fabricated metal, arri.:=chinery. A total of seventy

firms were chosen from these five. The nty firms were proportionally

divided among the five groups based on

A total of ten firms were selected Lan transportation. They were

divided between the two largest SIC's (forty-two and forty-nine). Within

each SIC there was a.separation into ghetto and nonghetto areas, again

proportionally divided.

The'next title, finance, insurance and real estate, had a total- of

thirty firms proportionally divided between the two largest SIC's (sixty-

four and sixty-five) and then subdivided , o ghetto and nonghetto within

each SIC.

Forty sample firms from wholesale ands retail trade were selected

from the four largest SIC's (fifty-eight, fifty-nine, fifty-four and

fifty-one). They were also distributed proportionally within each SIC

into ghetto and nonghetto. Services were allocated a total-of thirty firms

which were proportionally divided into the two 'largest SIC's (seventy-two

and seventy-three) and then divided into ghetto and nonghetto areas. A

similar procedure ,,as used to distribute sample of twenty-five construction

firms.

Within the constrants discussed above, the cards used for the sample

were sele led-on a random basis, by use DT a random number table. Cards
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TABLE APP.I-1

DISTRIBUTIM OF SANPL7, OP DNTRAT PIRNS BY
, INDUSTRY Ai.:D CEOGRANIC AREA

Nwoher ot irms

Firms Ghetto Nonghetto Total SIC

1.
ec.

20 largest DES Firms

2. Major manufacturing SIC.
22 Textile 8

23 Apparel 16

27 Printing 17

34 Fabricated Metal 15

35 Machinery 14

3. Transportation
42
49

5.

Financd, Insurance
and Real Estate

.64

65

.

Uilolesale and'Retail

3

5

12
10

15
15

- 51 3 3 '6

54 7 1 10

58 7 5 12

59 6 6 12

Services
72
73

. 9

5

7 16
14

7. Construction
17 12 13 25

11.

20

70

10

30

40

30

25

*The data collected from respondent firms in this group were divided
into.ghetto -and nonghetto categories.
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were counted out for each industrial title. Then the addresses for each

card were written down from the city's master tax billing file.

C. Firm Exists
2
Relocatees and Suburban Entrants--2-

Some comparative data on several categories of firms besides

Philadelphia entrants and existing firms wag also collected. The purpose

of this was to compare the basic characteristics of the various'types of

firms. A sample of some 50 entrants to the suburban ring (Delaware and

Montgomery counties) was selected from the records of the Pennsylvania

Bureau of Employment Security list of new entrants for 1967. In-depth

interviews were conducted using an interview schedule similar to the one

administered to the sample of Philadelphia entrants.

Each year a large number of firms change their location within the

city. Preliminary investigation showed that many firms move within the

first few years after entry. It was decided to collect some basic employment

and locational information from a sample of 20 relocatee firms. Similarly,

a very large number of firms do not renew their mercantile license since

they stop conducting business within the city. Although it is difficult

to contact exiting firms an attempt was made to collect data from 20 of

these firms.

d. Method of AnalYsis

The method of analysis varies with the particular hypothesis being

studied. For example, from the macro level data on the characteristics of

all firms in the city it is possible to utilize simple correlation analysis

to examine the relationship between the size of firm and distance from the

center of the city. On the other hand, some of the data collected at the
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micro level describes the characteristics of the individual firms in

categorical terms and it is necessary to rely on a standard descriptive

statistical presentation of data.

The most basic feature of the analysis is the comparison of results

by the firm's geographic location within the city. The geographic sub-

division of the city shown in Chart I is based on the boundaries used

by several federal and local agencies with programs in the City of

Philadelphia. The socio-economic characteristics of these geographic sections

is discussed in Chapter I.

Data Limitations

Some characteristics of the data pose several difficult methodological

problems in addition to the usual difficulties associated with collecting

data from original sources. The most important data problems associated

with the survey approach are the following:

(a) Low Response Rate and Non-Respondent Bias

The response rate to the mail questionnaire was low (about 15%

responded) and the rate of usuable questioilnaircs was somewhat lower. This

low response rate was not unexpected since the population surveyed was

largely composed or rather small (less than 10 employees) firms who had

only been in business at their current location for a short time. New

entrepreneurs frequently do not have administrative assistance to handle

the routine functions of payroll, tax returns, etc. Consequently, a

questionnaire is viewed as another unnecessary administrative task which

is as unpleasant to complete as business tax returns.
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More important than the low response rate is the apparent bias in the

industrial distribution of responses for some groups of firms. Table 1-2

shows the distribution of responses for each type of firm studied. For

the firms which entered Philadelphia in 1967 it is clear that although

the mail and interview samples were drawn from the same population of

firms, the responses by type of industry were quite different. The

mail responses included a very high proportion of firms from business

services and retail trade. Few manufacturing firms responded to the mail

questionnaire. The interviews of entrant firms represents a wider dis-

tribution of firms by type of industry and is more representative of the

population of entrant firms. The interviews also.provide sufficient data

in most broad industry groups to permit comparative analysis of the responses.

The dearth of responses from manufacturing firms in the mail survey of

entrants restricts the extent of the analysis possible.

In the interview section of city entrant firms the system of back up

samples gave a fairly good response rate with some 100 interviews success-

fully completed. The goal of 200 interviews was not'achieved because of

lack of participation and the difficulty in arranging interviews giwn the

time schedule of the project. The higher response rate for the interviews

rvsulted in 1et7.'; non-respondent bias than was the case in the mail survey.

Since there is a difference in the extent of bias in these two sets of

data it was decided to present the results separately.

The mail survey of existing firms produced a somewhat higher response

rate (over 207.) than was achieved in the mail survey of entrant firms.

Unfortunately, there was also a lack of responses from manufacturing firms
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and the under-representation of these firms restricts the extent to which

thc type of industry can be subdivided for purposes of analysis. The

suburban sample contains a fairly high proportion of manufacturing

firms. The proportionate distribution of industries in this sample is

quite similar to the sample of entrant interviews conducted in the city.

Uonsequently, the data from these two samples can be usefully compared.

Considerable difficulty was experienced in locating firms which

had exited from the city in 1967 or firms which had changed the address

of their place of business. As shown in Table App.I-2, the number of

respondent firms is relatively small and their distribution among the

twenty-two industries results in no responses from many industries. Since

the number of relocatees and exits is so small in relation to the

population in each category, the data collected can give no more than a

superficial feel for the nature of the firms and the mof.ivations of the

entrepreneurs. In some of the substaative chapters i' as possible to

merge the data from the entrant interview and entrant questionnaire. This

increased the number of responses considerably and improved the reliability

of the data.

Table App.I-3 shows the geographic location and the form of business

organization of the respondent firms. For the groups of firms which. were

.contacted personally by the interviewers, about two-thirds of the respondents

are incorporated businesses. In contrast,.for respondents in the mail

survey, the proportion of incorporated businesses dropped to about one-third.

It is expected that the sole proprietorships and partnerships are, on the

average, smaller in size than corporations. Consequently, the data from
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TABLE APP.I-3

DISTRIBUTION OF RESPONDENT FIRNS BY TYPE OF ORGANIZATION
AND GEOGRAPHIC LOCAT],ON

Entrants Entrants
(mail

survey)
No %

(Inter-
views)

No

Existjns
Firms

No %

Suburban
Entrants

No %

Exits Rolocatees

No %

Type of OIT,anization:
Sole Proprietor 52 57.1 39 34.5 72 51.1 33 29.5

Partnership 15 16.5 8 7.1 18 12.8 3 6.8

Corporation 24 26.4 66 58.4 51 36.2 28 63.6

Total 91 100 113 iOU 141 100 44 300

Geographic Location:.*
Low Income Areas
North Fhiladelphia
Sprins Garden
West Philadelphia

,.: Subtotal

Central Business District:
. imter City

High Income Areas:
South Philadelphia
Northwest Philadelphia
Frankfort-Richmond
Nartheast Philadelphia
Suburban Areas
Subtotal

Total .

4

4.
16

24

15

5

16

4

27
a,.

42

91

.4:4
4.4

17.6
26.4

16.5

5.5
17.6
4.4

29.7

57.2

100

21
5

3

29

17

17
8

16

26

67

113

18.6
4.4

2.7

25.7

15.0

15.0
7.1

14.2

23.0

59.3

100

19 13.5
13 9.2
20 14.2
52 36.9

33 23.4

10 7.1
22 15.6
10 7.1
14 9.9

101

56.39.7

141 100

01/1

II

--

--

eon. vow.

11.

,111.1.

.11 0.111,

*am

Oro vows

ore

411101, 4111.110

e

.25 100

6 24

0 0

3 12

9

3 12

2 8

3 12
0 0

4 16

4 16

i)

'25..100

No %

10

1

6

60

5

35

.17 100

.1 6

0 0

4 23

7 41

1 6

1 6

1. 6

2 12

5

17 100

Relocatee' location is the present location of the firm.
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existing firms and the mail entrants are probably slightly biased in that

large firms are underrepresented. This is not likely to be a problem in

the analysis though small firms may have a less complex occupational

structure than large firms.

Table App.I-3 also shows the geograpftic distribution of respondents

from each group of firms. Both low income arid high income geographic

areas are well represented among all groups of city firms. There are, of

course, more firms from the high income areas but this reflects the dis-

tribution of the population of firms in the city. The specific geographic

areas within both of the broad geogrz'phic classifications of low and high

income areas are not equally represented but this is not likely to affect

the study's purpose of comparing firms by the socio-economic characteri'stics

of their geographic location. Firms located within the Central Bus-iness

District 'were also included in the survey. This geographic area is a

high income area but its industrial structure and residential characteristics

are quite different than the areas included in the high incOMe category.

The problem of possible bias among non-respondents was clearly not

significant among the entrant arid suburban interviews; the sampling procedure

had ensured good representation by type of industry and geographic location.

From what was known about the population of firms it was evident that there

was some non-respondent bias in the mail survey. Manufacturing entrant and

existing firms were somewhat underrepresented, though the extent of this

bias was small, especially in the entrant category, since relatively few

manufacturing firms entered business in 1967 in the city. The non-respondent

existing firms were probably slightly larger than those thdt responded.

A small number of telephone calls" were made to those who did not respond to
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'the mail questionnaires, which confirmed the larger size characteristic

among non-responding existing firms. Most non-respondents did not

participate simply because of the trouble involved in checking records or

collecting the information necessary to answer the questionnaire.

(b) Definition of Entrant and Exit Firms

Many firms which register as new firms in a metropolitan area

are not likely to affect employment since they merely represent a change

in.the legal form of business organization through a change in partnership,

by incorporation or by the purchase of an on-going conern. On the other

hand, new firms may either represent establishments which have been in

operation outside the city or entirely new business enterprises which

have emerged within the city. The problem with the &a:a derived from the

mercantile license file is that no distinction is made between new "legal

status change" firms and entirely new establishments. Consequently, the total

employment for these firms if derived from city records results in a

substantial overestimate of the job creation potential of new entrants.

The total employment of all firms which exit.by not renewing their

mercantile license is also an overestimate of.the job loss created by firms

going out of business. Many exit firms simply represent a change in name

or ownership rather than the closing down of the establishment. It was

therefore necessary to devise a method of eliminating this overcount in

the employment created by entrants and exits in the city. This procedure

is discussed in a subsequent chapter, but it should be recognized that the

final employment impact in geographic areas of the city will be based on

estimates rather than actual employment data.
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(c) Wa Tax and Number of Employees

Employers are required to report the number of employees when

they file the wage tax form. A firm may file either monthly or quarterly,

depending on the amount of wage tax withheld. If the firm is liable for

more than $50 tax (about 4 to 6 employees) it must be filed monthly;

firms with $50 and less in wage tax file quarterly.

The different filing periods are easily handled by counting employment

at the end cf a quarter in the year of the study. The respondent firms are

asked to report the number of employees during the reporting period. This

creates a problem since they do not report the number of jobs but the

number of employees on the payroll. Consequently, to the extent that labor

turnover is substantial the employment of both entrants and exits will be

overstated. It was therefore necessary to assess the magnitude of turnover

among entraat firms. This was done in the in-depth interview conducted with

.a.sample of entrants.

(d) Multi-Establishments and the Geo!,raphic Location of Employment

If a firm has several branches or plants within the city it may

or may not report its employment fromeach branch location separately.

. Since there is no legal requirement that firms report employment separately

for each branch, there is a tendency for firms to report city-wide employment

. from the head office. In many industries, such as in manufacturing, this

does not pose a serious pxoblem since most firms do not have a large number

of plants within the city and the head offices of firms are not likely

to be concedtrated in any particular geographic location. However, in

wholesale and retail trade many head offices are concentrated in the
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Central Business District. This means .that in the section of the study

which analyzes various aspects of the total employment in the city there

will be some overestimate employment in the Central Business District.

A similar problem exists when the head office of the multi-establishment

is located outside Philadelphia. In some cases the location of the firms

city employment is not identified. When this' occurred the firm's employ-

ment was allocated according to the geographic distribution of employment

in the industry. This adjustment was made for between 5-20% of employment

depending on the industry. If the city employment of such firms in a

particular industry is not distributed in a geographic area similar to

other city firms in that industry the results of some aggregate employment

analysis will be affected.

(e) Failure to Report Employment

'The wage tax form used by the City of Philadelphia seeks informa-

. tion on wages paid, wage tax paid, and number of employees. Firms must report

wages paid but there is no legal requirement to report number.of employees.

In practice, of course, most firms (80-907) actually report the number of

employees. For the firms which did not report their employment it was

necessary to devise a method for estitazting employment. This was done by

comparing the relationship between wages paid and employment for all city

firms within each three digit SIC which reported both their employment

and wages paid. This relationship formed Che basis for estimating the

employment of firms which neglected to provide this information. Since all

firms report the wage information this technique of estimation appeared to

provide an accurate method of estimating all firms' employment.



A.I-20

The fo7,43oill discussion def:inf..s the scope of the study which is

primari.ly on the strength and natur:c of the labor demand created by new

entrant firms in an urban area. It s designed to compare some aspects of

this demand in different locations ir the city and in the suburban ring.

In addition, the industrial and geographic distribution of all job oppor-;

tunities in the city are discussed. In this'respect the study is quite

unique. It is also unique in that the analysis utilizes data from a city

wage tax. Since an attempt is made to generate a substantial amount of

primary data from tax returns it is inevitable that there are several

limitations in the quality of the data. It was therefore necessary to

develop techniques which would eliminate most of these problems. The detailed

analysis of the nature of labor demand is based on interviews and a mail

survey of several samples of firms in the city and the suburban ring. An

attempt is made to probe each firm's occupational structure, factors

. affecting its choice of location, and characteristics of the entrepreneurs.

Although methodological problems restrict the extent to which the results

of the study can be generalized to other urban areas, it is clear that the

findings will provide insights concerning labor demand in an urban area.
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APPENDIX II

Mail Survey Questionnaire

A.II-21 Letter of Introduction sent to Entrant and Established
Firms with Questionnaire.

A.II-22. Letter of Introduction sent to Relocating Firms with
Questionnaire.

A.II-23 Letter of Endorsement from Greater Philadelphia Chamber
'of Commerce, sent to all firms receiving mail survey
questionnaires.

A.II-24. Follow-up Letter sent to firms not responding to
initial questionnaire.

A.II-25 Mail Survey Questionnaire for Entrants and Established Firms Only-
page 1. Sent to both entrants and established firms.

. page 2a. Sent to some entrants. Not sent to established firms.
page 2. Sent to entrants not receiving 2a - page 2b is the

same as 2a except choices are reordered in question 13.
Not sent to established firms.

page 2d. Sent to established firms only.

There is no page 2c.

page 3. Sent to both entrant and established firms.

A.II726 (pp. 1-4) Mail Survey sent to Reloca.ting Firms only.
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Que6tionnairc.

FILMED FROM BEST AVAILABLE COPY

TEMPLE UNIVERSITY
SCHOOL OF BUSINESS ADMINISTRATION
PHILADELPHIA, PENNSYLVANIA 17.2

BUREAU Or ECONOMIC AND BUSINESS RESEARCH October 1, 1969

PHILADELPHIA EMPLOYMENT OPPORTUNITIES SURVEY

Recently much national attention has been focused on
the economic and social problems of our cities. The President
of the United States has suggested that one way to revitalize
the urban business community is to encourage and assist new
businesses. The expansion of business opportunities in
Philadelphia will undoubtedly alleviate some of our social
problems by providing productive jobs for thc unemployed and
underemployed.

In order to evaluate this focus on new businesses, the
School of Business Administration at Temple University has
been asked to survey a number of firms which started oper-
ations in Philadelphia within the past few ycars. This survey
will investigate the problems experienced by businessmen who .

have moved into Philadelphia or who have opened new branches
in the city. In addition, it is necessary to evaluate the
experience of firms which have been established in Philadelphia
for many years. The results of the study will permit the
researchers at Temple to suggest policy changes which will
assist new and established businesses in achieving their
economic potential. Thus the study will benefit participating
businesses and the community as a whole.

The name of your firm was randomly selected as.part of
the study. We are confident that you will wish to participate
by taking 15 minutes of your.time to complete the enclosed
questionnaire. The results of the study will not identify any
individual firms.

We thank you for your assistance in this study. If you
have any questions about the project, please call us at 787-8108.

. Yours truly,

KM,PS:nc

Kenneth McLennan
Associate Professor of Economic:

s'
Paul Seidenstat
Assistant Profossor.of Economics'
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Letter of Int7oductien sent to Relocating Firms with Qucstionnairc .A.11-22

TE M P LE UN I VE R S ITY
SCHOOL OF BUSINESS ADMINISTRATION
PI-IILADELPHIA, PENNSYLVANIA 19122

BUREAU OF ECONOMIC AND DUSWESS RESEARCH

Recently much national attention has been focused on the economic and
social problems of our cities. The President of the United States has
suggested that one way to revitalize the urban business.community is to
encourage new business *formation and to assist those* seeking to relocate.
The expansion of business opportunities in Philadelphia will undoubtedly
alldviate some of our social problems by providing productive jobs for the
unemployed and underemployed.

In order to evaluate this focus,on new businesses, the School of Business
Administration at Temple University has been asked to survey a number o4 firms
which havg changed their locations in the Philadelphia area within the past few
years. This survey will investigate the problems and advantages of relocating
a business. The results of the study will permit the researchers at Temple to
.suggest policy changes which will assist businesses in achieving their economic
potential. Thus the study will benefit participating businesses and the
community as a whole.

The name of your firm was randomly selected as a business which relocated
within the past few years. We are confident that you will wish to participate
by completing the attached questionnaire and returning it in the enclosed
stamped envelope.

A member of our research team will be in touch with you within the next
two weeks to answer any questions you may have.

We thank you for your assistance in this study. In the meantime, if
you have any questions about the pro.lect, please call us at 787-8103.

hT,PS:nc
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Yours truly,

YI 7

Kenneth McLennan
Associate Professor of Economics

Paul Seidcnstat
Assistant Professor of.Economics
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1,cLier of Endorament from Greater Phiiodelphia Chamber of Commorcc, sont to ail
fii:ms receiving mail survcy quosLionnaires.

Greater PIIII.ADELPHIA CI !AMBER OF COMMERCE
121 SOUTH UROAD SIM:ET PHILADELPHIA, PA.10107

IHACHEU LONGSTPETH
EXECUTIVC VICE-rRESfULNT

Dear Sir:

.TELEPHOUE 7354)320
(AREA CODE 915)

September 26, 1969

The purpose of this letter is to proVide the.endorsement
Of the Greater Philadelphia Chamber of Commerce for the
research project being carried on by Professors
Kenneth McLennan and Paul Seidenstat of the Temple Uni
versity School of Business Administration.

Their Philadelphia Employment Opportuu,Lies Survey will
develop information on business opportunities in tha
.Philadelphia area which can provide significant guidelines
for future business activities, both in and cut of the city.

I will certainly appreciate your taking the time and
trouble to provide them with the information for which they
ask. I. think it will be helpful to all of us.

TL/lmn

326

Sincerely yours,

(iThactle:6:ngst:erhiAtf'6.
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1.! -1.1M1-1.11) lu j.. J-L. lWt. I. .u46 LA./ 4-1.- Lk+ I_

TUviPL41.3 UNIVERSITY
scnocn. OF BUSINESS ADMINISTRATION
PHILAIDELPHIA, PENNSYLVANIA 19122

BUREAU CIF ECO1'G1.IIC AND husINESS KESE.cpCli

PHILADELPHIA EITLOYMET OPPORTUNITIES SURVEY

The School of Business Administration of Temple University has been
asked to study sorile of the problems of businessmen who have moved into
or out of the Phildeiphia area, or who have opened new branches in'or
near the city. In addgtion, we have been nskcd to compare these businesses
with those which h6ve been established in this area for so= time. Part
of this study :includes a. short questionnaire about various business
experiences which vas E:ent to a random sample of firms in the area. Your
-firm was among those included in our cf.,mole, and as yet we have not received
your reply. Perheps some firms 4.ve noL ansWered because they felt their
operation was t0ornall_ar too unusunl ta be relevant to our study. But it
is iTtportant for us to obtain information from all businesses in tha smple,
no matter how small, i=icluct or_ how long they have been opernti n? in the
Philadelph4a area.,

Since we'have been asked to make policy recommendations to the federal,
state, and city governments, we feel that the success of this project will
be important to businessmen. We want to know about the problems of locating.

,in various areas of Philadelphia, the problems in hiring and-retaining.
workers, and the characteristics of the businessmen around.the city-.- However,
if our recommendations.are to carry aily weight, we must have a response from
all busineses in the sample.

We are enclo:ling another copy of the questionnaire and ask that you
help us by taking 15 minutes of Your time co complete it, and'return the
questionnaire In-.-the stamped and addressed envelope prcvidcd. We again
assure you.that the-results will nOt identify the response from any
individual firm.

..... Mr. Thacher.hongstreth of the Greater Philadelphia Chamber of Commerce
is also interested in the results of the study and has made the attached
appeal for-your support of the project. If.yeu have any questions about
the project, please call us at 787-8105. Thank you for your assistance.

32'7
KM,PS:nc

Sincerely,

Kc.nneth McLennan;
Associate Professor of Economics

Paul Seidenstat,

Assistant Professor of Economics

a.
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both entrmas and es talLii.sliod irms .
Temple University

PHILADELPI IIA EMPLOYMENT OPPORTUNITIES SURVEY

PROJECT DIRECTORS: Da. KENNETH lal:NNAN and Da. PAUL SEIDENsTAT
Bureau-of Economic and Business Research (Phone: 787-8108)

Please circle the number next to the most appropriate answer.
1. Which type is your organization?

1 Sole owner (I'roprietorship)
2 Partnership
3 Corporation

2. Is your present location owned or rented?
1 Owned
2 Rented

3. Which one of thc following describes yeur business?
1 Entered business as a new enterprise in 1967
2 Entered business at this location in 1967-as a new branch of an existing firm
3 Established at this location before 1967 (write in year estabhshed
4 Moved single established business from outside Philadelphia into Philadelphia in 1967
5 Moved established branch from outside Philadelphia into Philadelphia in 1967
6 Moved business froin a different Philadelphia location in 1967

4. Did you acquire a new business name in 1967 as a result of a merger or acquisition?
1 Yes
2 No

5. If your business was at a different location before 1967, please write the address below.
-(If it is not at a different location, please omit this question.)

- Street City State Zip

FOR QUESTIONS 6 THROUGH 12, MANAGER IS DEFINED AS CHIEF EXECUTIVE OR
PRIMARY POLICY DECISION-MAKER AT THIS LOCATION.

6. Is the manager at this location an owner of the firm? (If the business is a corporation,
answer Yes only if 10% or more stock is owned; if less than 10% stock is owned, answer No.)

1 Yes
2 No

What is the iAapager's:

7. Age 8. Sex. 9. Race

10. Please circle the highest level 'of education thc manager has completed.
Attended Graduated

High SchoOl 1 2

Post High School, Technical oil Business School 3 4
College or University . 5 6

11. Has the manager had previous work experience in this type of business?
1 Yes (Go On to Questi,in 12)
2 No (Skip to Question 13)

12. If the manager has had previous work experitnee in thk type of business, please.indicatc
below the number of years worked at each type of job.

Type of Job
.1 Manager
2 Other Supervisory
3 Non-Supervisory

Number of Years Experience

32S
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A . - 25 ,

13. Plea:-e indicate the three mmt important reasons for choosing your particular area of
Philadelphia as a loeatiOn for your business (1= most important, 2:,-second most important
3=third most. important).

01 Close proximity to customers
02 Close proximity to low priced labor supply
03 Close proximity to skilled labor source
04 Avoidance of risks of theft and vandalism
05 Reasonable building rental or price of propcay
06 Expanding local market
07 I ncent ive of government subsidized urban renewal
08 Close proximity to owner's. residence
09 Area where owner grew up
10 Little trafficcongest ion
11 Availability of facilities when you started business at your location
12 Ample space for future expansion .

13 Good access to major highways and/or other means of transportation (rail,
sli;p, or plane)

14 Adequate parking (for employees and/or customers)
15 Close proximity to similar businesses
16 Close proximity to suppliers
17 Other (Please specify)

14. Please writ,: in the number of working owners at this establishment as of the following dates:

June 30, 1969 March 31, 1969 March 31, 1968

15. Please write in the number of workers (not including working owners) employed at this
establishment as of the folloWing dates:

June 30, 1969 March 31, 1969 March 31, 1968

16. If this buSincss were located at a different site before March 31, 1967, how many people
were actually employed before the move?

17. Please write in the approximate number of employees (excluding owners and managers) who
live within these general areas:

The section of the city surrounding yoer business (two mile radius)
The rest of Philadelphia
Outside Philadelphia

18. Please indicate the three most important sources for new employees (1 = most important,
2 =second most import:mt, 3 third most important).

Penmylvania State Employment Service
Private employment agencies
Government supported training programs such as 01C, JOBS, Job Corps, etc.
Educational placement services (schools and colleges)
References from current employeesfriends, or acquaintances
Self advertising on premises

....... Newspaper advertising
Other (Please specify)

19. Please list. the three jobs in the last year which have taken at least two months to fill,
or. which have remained unfilled for a similar period of tinie.

1

2
3
4 None

329



FILMED FROM BEST AVAILABLE COPY

13. Pleas indicate the t hree most intlx.fttant r(w:ons for chow;jug (tJI ltIt iiailar ;11.c;1 of
Philadelphia ai.; a loeat ion for y001- business (1 most important, 2 second most impi.wtant,
3 third inost imp('i-tant).

16 Close proximity to suppliers
IS Close proximitiy to similar businesses
14 Adequate parking (for employees and/or customers)
13 Good access to major highways and/or other means of transportation (rail,

ship, or plane)
12 Ample spare for future expansion
11 Availability of facilities when you started business at your location
10 Little traffic congestion
09 Area where owner grew up
08 Close proximity to owner's residence
07 Incentive of government subsidized urban renewal
06 Expanding local market
05 Reasonable building rental or price
04 Avoidance of risks of theft and vandalism
03 Close proximity to skilled labor source
02 Close proximity to low priced labor supply
01 Close proximity to customers
17 Other (Please specify)

14. .Please.write.in the number of working owners at t' is establishment as of the following dates:

June 30, 1969 March 31, 1969 March 31, 1968

15. Please write in the number of workers (not including working owners) employed at this
establishment as of the following dates:

June 30, 1969 March 31, 1969 March 31, 1968

16. If this business was located at a different site before March 31, 1967, how many people
were actually employed before the move?

17. Please write in the ap, ox;mate number of employees (excluding owners and managers) who
live within these general inns:

The section of thc city surrounding your business (two mile radius)
The rest of Philadelphia
Outside Philadelphia

18. Please indicate the three most important sources for new employees (I = :.iost important,
2 = second most.important, 3 = third most important).

Pcnnsylvanil State Employment S2rvice
Private. employment agencies
Government supporied training programs such as OIC, JOBS, Job Corps, ctc.
Educational placement services (schools and colleges)
References from current employees, friends, or acquaintances
Self advertising Cm prc, ises
Newspaper advertising
Other (Please scify)

19. Please list the threejobs in the last year which have taken nt least two months to fill,
or which have remained unfilled for a similar period of time..

1

2
3
4 None
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j3. What do you consider the main disadvantage of your present business location?

14. If you could to a new location with no cost to yourself, would you do it?

1 Yes (Go on to Question 15)
2 No (Skip to Question 16)

15. Where would you move? (If Yes to Question 14)

01 West Pniladelphia
02 South Philadelphia
03 Cent er Ci ty
04 Spring Garden area
05 Not:th Philadelphia
06 Northwest Philadelphia
07 Northeast Philadelphia
08 Frankford -Richmond
09 Suburban (Plea,,' specify)
10 Other (Please specify)

16. Please write in the number of workers (not including working owners) employed at this
establishment as of the folloing dates:

June 30, 1969 March 31, 1969 March 31, 196S

17. Please write in the approximat number of employees (excluding owners and managers) who
live within the::e gencra eas:

Thc section of the city surrounding your usiness (two miles radius)
The rest of Philadelphia
Outside Philadelphia

IS. Please indicate the three most important sources of new employees = most important,
2 :---- second most important, 3 = third most important).

Pennsylvania State Employment Scrvice
Private employment agencies
Government supported training programs such as CAC, JOBS, Job Corps, etc.
Educational placement services (schools and colleges)
References from current employees, friends, or acquaintances
Self advertising on premises
Newspaper advert ising
Other (Please specify)

19. Please list the three jobs in the ' -st year which have taken at least two months to till,
or which have remained unfilled kr a similar period of time.

1

2
3
4 None
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Sem I to bo th entrant and es Lab]. ished irms

20. What are the curront job titks, functions, and numlwrs of your employees at this
location? Of you wiA, you may group similar 1ypI2s of johs and report. them in a single
category, e.g., clerk-typist. and recep(ionist grouped as seeret.,1rial.)

AlAIN
DUTIES

NUMBER OF
EMPLOYEES IN

EACII cwrEGORY
Full Part

Time Time

WAGE/SALA R V
RANGE

If your firm has printed job description sheets, please attach a 'copy to your reply.

Questionnaire completed by:

NAM F.

POSITION

BUSINESS PHONE

THANK YOU FOR YOUR COOPER:N:110N
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41-441.14a.

PHILADELPHIA Pl!PLOMEAT OPPORTU:1ITIES SURVEY

PROJECT DIRECTORS: Dr. Kenneth McLennan. end Dr. Paul Seidenctat
Bureau of Economic and Business Research (Phone: 787-8108)

Please circle the number next to the most appropriate answer.

1. Which type is your orp,anization?
1 Sole owner (Proprietorship)
2 Partnership
3 Corporation

2; What is your principal product or service?

What type of enterprise are you?
1 Single establishment
2 Multi-establishment (Indicate fLumber of branches

4. Please indicate the ZIP code (Or address) of the old and ncw locations of your firm.

Old (Previous) location--ZIP .code
New (Present) locationZIP code

FOR QUESTIONS 5 THROUGH 9, MANAGER IS DEFINED AS CHIEF EnCUTUVE OR PRIMARY POLICY DECISION-
MAKER AT THIS LOCATION.

5. Is the manager at this location an owner of the firm? (If the business is a corporation, .

-answer Yes only if 10% or more stock is owned; if less than 10% stock is oned, answer No.;

1 Yes
2 No

What iS the Manager's:
Age

;

7. Please circl the highest level of-education the manager_has completed.
Attended Graduated

High Sehool 1 2

Post-Ugh School, Technical or Business'School 3 4

College or University 5 6

Sex Race

8. Hap the manager had previous work experience in this type of business?
1 ,Yes (Go on to Question 9)
2 No (Skip to Question 10)

9. If the manager has has previous work experience in this type of business, please indicate-
below the number of years worked at each type of job.

'.Type of Job Nuiaber of Years Experience
1 Manager
2 Other Supervisory
3 Non-Supervisory

plocwe al on to next page.
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Mail Survey scnt to RciocaLing £1.111;) ulity

10. Please indicate the rhree Most important disadvantailes of your previous Philadelphia

location (your location before your most recent move). (1 = most important, 2 = eecond

most important, 3 e third most important.)

16 Too far from suppll.ers
- 15 Too far from similar businesses

14 Inadequate parking (for employees and/or customers)

13 Poor access to major highays and/or other means of transportation (rail,

fl.**

ship, or plane)
12 Not enough space for future expansion
II Lech of facilities at your old location
10 Traffic eongestion
09 Too far from where owner grew up
08 Too far from owner's residence
07 No. government subsidized urban renewal available at your old location
06 Declining local market
05 high building rental or price
04 Risks of theft and vandalism
03 Too far from skilled labor source

. 02 Too for from low priced labor supply
01 Too far fyom customers
17 Other (Please specify)

11.. Please indicate the three most important rea-ons for choosing the new location of your
.business. (1 = most important, 2 = second most important, 3 = third most important.)

16 '.Glose to suppliers
15 Close to similar businmses

'14 Adequate parking (for employees and/or customers)
13 Good access to major highways and/or other means of transportation (rail,

ship, or plane)
12 Ample space for future expansion
11 Availability of facilities at your new location
10 Little traffic congestion

. 09 Area where.owner: grew up.
08 Close to owner's residence
07 Availability of government subsidized urlian renewal
06 Expanding.local market
05 Reasonable building rental or price
04 Avoidance of risks of theftand vandalism.
03 Close to skilled labor source
02 Close to low prited labor supply
01 Close to customers

_ 17 Other (Please specify)

12. Since you have moved your.firm to the new locatiOn, do you find that sales are higher,

:41bout the same, or lower than your sales at your old location? Please indieate-the

.approximate amount of change, if:any.
Sales are Hic,her

1 Sales have risen over 50%
2 Sales have risen 257,-49%
.3 Sales have ri9en

4 Sales have remained about the came

Sales are Lower
5 SaleS.have fallen 1Z-24%
6. Sales have fallen 257.-49%
7 Sales have fallen over 50%

- 334
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Ilan Survey sent tO Relocating viLty.

13. Plebse weitc tho number of working cAers at this establishment as of the followin;.

dates:

14.

JunQ 30
1

1969 March 31, 1969 March 31, 196X,
../'

,

Please x.,11c in the fiumber of workers (not including working owners) employed at this
estc.blist fg: of the following dates:

Jole 30, 1969 March 31, 1969 March 31, 1963
-----...r"

15. rlcase 1/1;1=6 ill the- approximate number-of employees (excludini, owners and managers) vho
:a.

live witIlh thee general areas:

.-------../
The &ection of the city surrounding your business (two mile radius)

.Oe l'est of PhiladElphia
`/. Out:31dc Philadelphia

..

......-_,/

16. How many lople yore employed at your old location (excluding owners.and managers)?
Ilurabr emploied at your old location

17. How many 11,p1oyQes at your firm's old location did not continue to work for you at the

new loc,-17
141mbr of workers not continuing at new location

18.1 Please Vllep.te 0.1(1 job titles, functions, and numbers of your employees at your current

location %ci at ymIr previous location. (If you wich, you may group similLr tyv:s of
jobs an poC th in.a single category, e.g., clerk-typist and receptionist may ha

grouped 0 oecretalzial.)

NUABER OF
EMPLO= IN
EACH CATEGORY

New
Location

Old
Location

WAGE/SALRY
RANGE

335 .
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19. Plume indicate the job titles, functions, and numbers of employees at jobs Which
exiGted at the old 1ocat5.on but no longer exist at the new location..

TITLE
M AIM

DUTIES

NUMBER OF
.EMPLOVEES IN EACH
JOB AT OLD LOCATION

WACX/SALLRY
RANCE

.

.

,

.

.

-

.

.

.

;

.

.

..

.

.

.

.

.

Questionnaire completed by:

NAME

POSITION

BUSINESS PHONE

Thank rou for your cooperation..
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APPENDIX III

Interview Schedule

A.I11-27 Letter of Introduction requesting Interview accompanied
by Letter of Endorsement from Greater Philadelphia Chamber
of Commerce, sent to all firms receiving mail survey
questionnaires.

A.11I-28 (pp. 1-6) Interview Schedule
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LoUtil-!L OL J 111LL!,- 1 .pAL=.4sJ.111 J. V Lk vts.

from GraLer Philadelphia Chamber of Commerce, sent to all fir

questionnaires.

rE m PLE UN WI RSITY
SCHOOL OF BUSINESS ADMINISTRATION
PHILADELPHIA, PENNSYI VANI A 19122

flUR nAu OF ECONOMIC ANO BUSINESS RESEARCII

rCC(:iViflP. ma i 1

_tly. much national attention has been foel ed on the economic L_A
socia. prob1cc of our cities. The Pre ident of the Lnite, States h,
suggested that one way to revitalize the urban business ccmmlnity is to
encourage and assist new busioesses. The expa sion of business MnorAr
in Philc&jphia will undoubtedly allevia some of our
providing productive jobs for the uncniploycd an dercploycd.

ocia_ yreplcms by

In order to evaluate this focus on new busin ses
Administration t Tep1c University has been as:'i to FAIYV
which started operations in Philadelphia within the past
survey will invcstiatc the problvos e:r.lericnced by
moved into Philadelphia or who have epckned new bri=cheI ill -le, city
results of' the study xill permit the cl!searchers at Temple to L t policy
changes which will assist new and established businesses in achieving thel_

.

economic potential. Thus .the study wilL benefit prticipatig busincses and
the curammiA) as a who

e School of "'JOSS

a number of fir2s*
years. This

smen who have

nanc of your finn was. ranc1oiily selected as part of the
are confident that you will wish to particl)ate by 2lloin r-, one
to interview you at your COflVOfliCflCe. This interview will take about 25 minutes
to complete. The results of the stud) will-not identify any indivi ual firms.

Amember of our research t am will be in touch with you 1 ithin the next
two qecks to set up a convenient time for the interview.

We thank you for your assi
about tie project pl ase call us 787-8108

in this ctudy. If youhave any question

Your y,

th N ,

Associate Professor of Economics

Paul Seidenst ,

. Assistant Professor o Economics
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PHI ADELPijA PLENT OPPOITUL 1T1_t:S SURVEY

In

IT) t Cr viewer

Date

Copy equested

INTRODUCTORY STATEMLJT

A research team at Temple University is -xamining how t. he entry and
in o and out of Philadelphia is affecting mployment. Sour establ
help provide ub information about these activities. Thus, we would like

questions Thc. answers will be 'held in confidence. We shall take but a
To begin, we shall ask a few questions about your establis1ent.

cf,

(No for in rie circle the number next to the appropriate answer .

ENTERPRISE I ENTIFICATION
Te is your organiz on?

Sole owner (Propri- hip)
2 Partnershin

Corporation

your pr
.

roduct or service?

Jhat. tyPe of en.,2 are ou?

1 Single establIshment
2 Multi-establishment

exit of en orprises
t has been chosen
to ask you.a few
fel minutes of you.*

Which of the following host describes your bus nes
I Entered buniness as a ne7 enterpr (.-e in 1967
2 Entered business at th s __oction in 1967 as-a new br ,ich of an. exi ting

3 Establi!hed at this location before 1967
4 Moved Angle e2tabl Aed business from outside Philadelph a into Philadelphia in 1967
5 Moved es-,,blished branch from outside Philadelphia into Philadelphia in 1967

6 Moved busine,s fro a different Philadelphia.location in 1967

7 Legal status changed in 1967

(Cheelil t- A)

Did you accpAre a new business
1 Yes (Go on to Question
2 No (Skip to QuestIon 7)

thIs new name R result
1 Merger acQuisition
2. Incorporation
8 Other (Please spec

in Qu st on 4, pa

in 1967?

or 6 are

-City

In wl_at month did you begin full operatio_
product on of product or service..

Mon h

a k fo

3 9

ad

Full o r!ratio

Zip

cans actual
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That va., your total empl J-TL nt

oirst full mon h of op ,-
rch 31, 1968
-eh 31, 1969

ail 0

T .V-0 irk

EMPLOYMENT
-e following d tes?

-e there reaular periods of seasonal cnp1oynent In your bu
1 Yes
2 No

dhat were the mcotimum and m1nmuta number
Maximum 40 th

Minimum o th

oyecs on

Do you thi k this pattern of employment is typical of your indt
1 Ye

2 No

Dur ch of 1969, how L any people dia you hir-?

durIng 1968?

DurIng tho same month, how many people were separated from the payroll for any reason?

Does thIs turnover reoresent a typic 1 mon
1 Yes
2 No (Ask for fIgures of month considered typical.)

Month

m
oui'ue re, onde t to 1st ob

Number hirea umber separated

rent types of jobs do you h exmple, secretary, mpehinist- etc.
general type. )

Would you nwne them? (Recor

What are th duties involved in this j -b?

Haw many people do you have in this job?

id .cord pte

v any of these yorkers are NU time employee '9 all, skip to Question

re Pa- mployees?

How mai y people did you h :e in this job vhen you first began full scale operation

ilhat is the wage o. salary range for th, ob?

What is the major reason for th. dif.erenee between the ma.ximum nd iuInimii scales Of pr

or other specified reason.)

How any of these work

for this job? (Skill, longev

254 .Approximat ly what is the avex age tige f Deopic employed in this job?

26. That is the sex of the people In this job?

What is the racial breakdown of the people
Spaniuh American. )

In what secti ns of the PhiladelphIa area do
code no. 340

le

ob?

epic ve?

= black, S.A. =

map and record by
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ther_ ly unfilled p
record actual number.

ve you attempted to fill these vacanc

ons

InL -v iew Lae

hi s job curl tly ?

31. Did ,ou anticIpate any dif iculty

32. Mu'. t formal m _imu;c1 education rcquirene

dip_ or eq rale t )

filli-- this vacancy?

no, hip

for this job titl

3
A . III-

tion 32,

th ool

Lo-'' at checkl qt B. What is the most important source for nesr em loyecs In thin job _itl-
1 Members of your family
2 Pennsyl a State Employment Service
3 Private e:plovmont agencies
h Government supported.training programs such as 0.I.C. Jobs, etc.

Educational 170,acement services (schools and colleges
esent mployees

es

5

6 References from
SeJ.f-advert ng on preL

8 1,aper advertising
9 Please specify)

OUTSIDE TRAI1I1G PROGRAMS
c- your establ:_ ment hired people who have completed -outside
igh school vocational training)?

1 Yes (Skip to Que-tion 37)
2 No

you ever h a d of any outside trainin- program?
I Ye.

2 No (S'ip' to Question 144)

Please flaTLO thos-, whIch you have h '-d of.

rog excludii

Sk_p to QuestIon

37 In order to determine the extent of your participation in these programs, would you tell
umber ofthe:

Names_of_Proanl

Now was the er Jnal contact made
zations indicated above and ask fo

1 Solicited by group/agency
2 Solicit d by emnloyer
3

8 Other (Please pecifv
Previou_ hiring of trained

Job Titles

h the cooperating o ani ation? (Us- names of orga

each organization.

employee

do tl-se employees compare with employ- wruiteti f:om your regular sources in t 2_ S

) ter Samo Wor
Abi. I i tv to nor form

_

=0-,0

2 Abn(!nteeism nni tardimss
3 Turnover

.

h Abili- to c L along with other nr!oole

41



at ChQcklis
prOrJn3 ex,cluding vocational high

I No mjor improvomonts necessary
2 Lzprove co=unieations skills of reidjn. .and w itin
3 Improve aritYet:c, math, etc. on job
Ii Improve geneml attitude by making.N.,or ore ifltere3ted in do ng a go d j 13

5 Inprove specific operating skills SuCh as op_rating a machine or proce
8 Other

FILMED FROM BEST AVAILABLE COPY

Which of the,e hoices do you hink
chool?

d be ma

Please specify)

You h.ve indicated

in

and Which do you ink is -o t impor

;42. Look Rgain at C eckli t C. Which of those do you think would be a m- o- improv
vocational bi,h school training progrlms? You have indicated , y and
Which do ycla think is the most mportant?

7

Look at Checklist C. Assuming the defects you mentioned were remedied, how would you prefer
poteitial carployees to be trained?

I Prefer the training performed in an ou_side training progr-- (such as 0,I.C. J.F
_ill Center, etc.)

Prefer to hire the worker directly and-train wo:kers- t-e-job with-compensa ion t
defray the training costs (pressure of job causes many to flounder)

3 Prefer to have a joint training proram in which the hirerl worker spends a half d,
or part of the week in an outaide training prcr&iin and the balance of his time
in or-the-job training in your.firm
fer potential employees trained in vocational high schools
fer potentia_ eMployees trained in programs in which the hired worker spends a
half d*y or ptIrt of the week in vocational trathing in school and the balance of
the time in the-job training wIth your firm

LOCATION
Look at Checklist E. What were the three.most important reasons for choosing thi, part1cu1a
area of Philadelphia as a location for your business? ank in order of importance with 1
being the most important.)

01 Close proxim ty to custan
02 CloSe proxim ty to low priced labor supply
03 Close proxim ty to skilled labor source
04 Avoidane of risks of theft and vandalism
05 Reasonable budlding rental or price
06 Expanding. local market
07 Incentive of government subsidized u- an renewal
05 Close proximity to owner's residence
09 Area where owner grew un
10 Little traffic congestion
3.1 Availability of facilities when youstarted business at yoUr location'
12 Ample space for future expansion
13 Good access_to major- highways arid/or other means of transportation trail, ship?

or plane)
14 Adequate parking (for emp oyees 1nd/or customers)
15 Close proximity to similar businesse
16 Close proximity to suppliers
17 Logal problems (zoning, e )

18 Other (Please specify)

Look again at Choc list R. Using the list in the negative sense, vha_, the ma

disadvantaqe/disadvantages o- your present location? (nee°

your firm pla:-
1 Yen
2 Po ki

o move to another locatio ?

Lion 119

342

numbers 1Tom Checklist
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II _ rview Schedule

Give the address of the new lee tion an.l expected year of move.

City otate Zip

Year

)18.
\.1)4 arc the ma o- reasons for Tour decisIon to relocate? _cord number from ChecklIst

1

MANAGERIAL OHARPCIERISTICS
(For Questions 9 through 55, rul2s= is defined a.; chief executive o: primarr policy_ deci7lon-

maker at this location.)

149. Is the manager at this location an owner o. the firm? (Ic the business is a corpoiation,
answer yes only if 105 or more of the st_ck as owned.

1 Yes
2 No

Who.

50. Age?

1. Sex?

52. R'ee?

nager

53. What is the highest level of formal education t_e manager has completed
tended Graduated

Below high school level 8th.grade) 2

High school 3 4

Post high school, technical or business school 5 -6

College or university 7 8

s the inan..ger had pr vious work expo i nce in the ind s ry of present e _ployment?
1 Yes
2 No (Skip to Qu stion 56)

55. Please indicate the munber of years worked at each type of job (in this industry).

Y222_1-L17Pb
1 Manager
2 Other superivso y
3 Non-supervisory

Number of Yea of Exnerience

COMMUTATION OF WORKER,
Approximately wlat percentage of your employees come to -7- k by:

Public transportation
1 ivate ear or ear pools
Walking
Other

57. Does your fIrm operate more than one shift of work s?

1 Ye"
2 No

Do your employees encounter any probli-
1 Ye

(S1ip to Qut- I-n 61).

of counut t on
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PJ;ctrie describe th se problems.
Inadequate public transpor -a ion

2 Traffic congestion on route

3 Lack of convenient parking
4 Lack of secure parking_arca
8 Other Please specify)

V

a

following to rel60 Look at Checklic.t F. Does your enterprise provide any o 1

problems?
1 Makes purking facilitIes available
2 Special bus or other transit -.rrangemen

3 Company-aided car pools
4 Starting and quitting blracs alt red for commuting convenience

5 Jlone
A

FINANCIAL

61. Why dId you set Un business in 1967 rather than in some other year?
1 Accwulation of savin
2 Better rosT)ec or terts for credit and insu ance

3 Trained labor more readjly available
8 Other 'Please specify)

62. In the w y of total funds involved (yours as well as _or owed funds) how much
invested in the _ siness?

1 Under $10,000
2 10,000 to $25,000
3 $25,000 to $100,000
4 iiOO,000 to $1 mjlllon
5 Over 1 million

commu ir

63 What percentage of the total funds ori inally invested -in the business vere your own

61 Were any government funds secured in thIs ori inal investment?
1 Yes
2 No.



APPENDIX IV

Occupa:ional Opportunities in the Inner Core

T- is appendix contains estimates of the detailed occupational opportu-

nittes expected to be availabl- in the inner city of Phil_d_lphia within the

near future. Since the calculations used to generate the estimates are based

on a number of assumptions, the results shovn in the foll_-ing tables should

be treated with a good deal -f caution. The estimates are calculated by mul-

tip ying the 1968 employment within 19 mi-utes travel time of center city by

the appropriate projected ratios of occupational composition for 1975. These

projected ratios were obtained from the publicati-n, Occ,_ =tional E- lo-men_

,Patteris 'or 1960 and 1975 Appendix C.°

The* validity of these estimates depends on the following:

1. The accuracy oi2 the 1968 industrial employment wIthin the inner c_-e

Uthe ci In addition, even if this esAmate is fairly accurate

a significant change n industrial employment in the several years

after 1968 will eff ct the occupational esti ates.

The extent to which the industrial structure of Philadelphia is

similar t_ the industrial:structure of the national economy. The

occupational ratios are based on nation-wide estimates and are not
6

directly applicable to local areas unless the loc-1 economy is widely

diver-'fi d. The hi hly diversified nature of the Philadelphia econ-

.omy suggests that the direct application of the national occupational

ratios is not likely t- pose a seriods problem.

Bureau of Labor-Statistics, U.S. Department o__ Labor, Occupational Employment
Patterns for 1960 and 1975, BulIeEin No. 1599 Plshington, D.0 , U.S. Govern-
ment-Printing Office 1968)



The choice of the 105 occupational ratios rather than 1960 c sum

that the p edict d 1975 ratios are val d f_r th: _eriod 1970-75.

The ratios also assume that the production functton in Philadelphia

industries are similar to national industrial produc ion function.

It is also assumed that over the 1970-75 period, the relations lp

between factor prices will not change so tlal the firms' point

operation on the.function will not MOTO tow_rds more cqpital in n-

sive or labor intensive methods of production.

Since some of the above assumptions are fairly tenuous it is neeeSsary

to tegard the estimates of future occupational opportunities as rough guideS

to the potential occupational demand of new firms and perhaps general guide-

lines for programs designed to train ghetto residents. The estimates contained

in the following tables are not intended to be precise estimates of future job

opportunities.
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